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MONEY AND THE SUB-TREASURY. 


The annual howl is in progress concerning the action of the 
New York Sub-Treasury in locking up money, and of the dire dis- 
asters attending the policy. The cry is a very old one, and the 
wonder is, since the Treasury has done the same thing so many 
times before, and is likely to do the. same thing with so much 
regularity hereafter, that persons do not prepare for the event just 
as they prepare for other events which are regarded as likely to 
happen. The Sub-Treasury system has been in existence more than 
thirty years and its mode of operations is perfectly well known; 
it would seem, therefore, that business men ought long ago to ° 
have learned enough to make their calculations in expectation of 
the probable course of the Sub-Treasury. If they have not learned 
to do so by this time, so much the worse for them. 

But we believe that most of them have learned quite en- 
ough to conduct their business wisely and to guard against the 
evils of a periodical excessive accumulation of money in the 
National Treasury. They suffer, perhaps, to some extent from this 
event, but we do not believe that their sufferings are long or 
often serious. They know what is likely to happen every year and 
they provide for their wants in advance. Those who do not, of 
course, suffer, but the number of such we imagine is small com- 
pared with the rest. 

But there are sufferers, loud and numerous, who would undoubt- 
edly be benefited were money always abundant and obtainable at low 
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rates. We mean one of the two classes into which speculators are 
divided. One class desires cheap money, while the other does not. 
Most of the complaints against the Government for diverting 
money away from business come from the speculative class who are 
to gain by increasing the monetary supply. We do not mean to say 
they are the only ones who are clamoring for more money, but their 
voices are loudest. The Sub-Treasury system is indeed imperfect, 
but it is much better than the system it supplanted, for now the 
Government knows how much money it has, while under the old sys- 
tem it did not know whether it had any money or not. Theoreti- 
cally, its books contained an answer, but as long as the deposits were 
held by the banks and were loaned out by them, the Government did 
not actually know what was the real condition of the Treasury. The 
country is not likely ever to return to that system, and there is no 
reason why it should. If the system of keeping the Government 
deposits should be changed, the first consideration ought to be, 
safety. Until a way can be found of keeping them securely, they had 
better remain as they are. 

Admitting that the present system is defective, and that those 
engaged in legitimate business suffer in consequence, nevertheless; 
they suffer far more from the nefarious operations of speculators. 
This is the most important fact involved in the subject, and which 
ought to be brought more clearly into light. The absurdity of laying 
all the ills from which business has recently suffered to the Sub- 
Treasury is apparent from a single consideration. The amount of 
money held by the Treasury in excess of what it usually holds is 
not very iarge. Not long since, when the Government offered to 
pay certain bonds without rebate, about five millions were presented 
for payment. But in paying these no great relief was felt by money 
borrowers. Now, if the Sub-Treasury works so much mischief by 
locking up a few millions more than usual, surely the disbursement 
-of a part of this sum ought to have given great relief. In fact, 
the action of the Treasury had no such effect. And the reason 
plainly was, the high rates of interest and demoralization of the , 
money market generally were the effects of another and far more 
potent cause than the unusual accumulation of money in the Sub- 
Treasury. 

The diversion of money into speculative channels and the move- 
ments of speculators in manipulating the money market produce a 
greater effect on the rates of money than the action of the Sub- 
Treasury. Those who are opposed to the Government keeping any 
money ought to be opposed still more strongly to the speculators 
having it, if sincere and honest in their criticisms. The public 
good will not be subserved by transferring the public money from 
the Government vaults to the pockets of speculators. Bad as the 
present situation may be, such a change would yield still worse 
results. 
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The thing first in order, therefore, is to check speculation if 
possible. If this can be done, business men will get infinitely more 
relief than thev can through any reform of the Sub-Treasury. 

But it is said, can anything be done to check speculation? Cer- 
tainly there can be. Declare future sales, not accompanied by 
actual delivery, void, and the future sales of stocks void in any 
case, and a blow would be struck at the root of the evil. Those 
who have studied the subject at all know this. Why, then, is it 
not done? Because, great as are the evils arising from speculation, 
they must become worse before the people will move in the matter. 
The difficulties of those who are engaged in legitimate business are 
yearly increasing, and after a time they will be so serious that a 
general movement to check speculation will be begun. When that 
time comes, this giant evil will be surely throttled; in the mean- 
time, let people try to learn and honestly acknowledge what is the 
true cause of their sufferings and not wrongly ascribe them to some 
other. 


—— > 
————  — 





THE NEW SCHEME FOR EXCHANGING GOVERN- 
MENT BONDS. 


In the present number may be found Senator Jones’ scheme to 
exchange the Government four-per-cent. bonds for three per cents. 
and his reasons why the exchange should, if possible, be effected. No 
one questions the fact that in New York and other large cities the 
profits of the banks are derived chie‘ly from their deposits, and the 
circulation, as a rule, is taken out more for the accommodation of 
customers than for the gain there is in it. In the country, however, 
the banks depend largely upon their circulation for profit and they 
complain that the high premium at which Government bonds are 
selling makes it difficult for them to carry on their business. A 
great many banks, in fact, have given up their circulation on this 
account, and new banks, in many cases, decline to take out any. 

Senator Jones’ scheme is intended primarily for the benefit of the 
National banks,.and the first question that arises is, would the plan, 
if adopted, be likely to operate ,in the way the Senator imagines; 
and, secondly, would the Government be justified in effecting the 
conversion of bonds in the manner proposed. 

At the outset it may be remarked that the banks which adopted 
the National-bank system were able to get the bonds required as a 
basis for their circulation without paying a premium. As the Gov- 
ernment credit improved and the price of its obligations rose, many 
banks sold their bonds, believing that they could make more money 
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by doing so than by keeping them longer. They were at perfect 
liberty to sell them, such action was in every respect within the 
scope of their powers, and no one had any reason for finding 
fault with them for so doing. They figured the profits of the 
transaction, and were willing to take their chances of buying 
again at more favorable rates if further purchases should become 
necessary. The Government has refunded bonds on an enormous 
scale since the banks were first organized, and their bonds have 
been called in, but throughout the entire period of refunding, those 
banks which adopted the National-banking system in the _ begin- 
ning have been able to preserve, if they desired to do so, the 
basis of their circulation without paying any bond premium. 

The only banks, therefore, which have been obliged to pay more 
than the face of the bonds in order to procure them as a basis 
for circulation are the banks organized since the bonds began to 
bear a premium. With respect to these, of course, they were not 
obliged to organize; the stockholders did so because, looking over 
the great field of business enterprise, they believed that, notwith- 
standing the premium, that must be paid to buy tlie bonds re- 
quired, they could probably make more money in National banking 
than in any other business. 

It is clear, therefore, that there is not the slightest obligation 
on the part of the Government to provide bonds on more favora- 
ble terms to those who wish to organize banks, or to continue 
the banks already existing. If the banks are holding to-day far 
more threes than fours, the reason is, that considering all the 
elements entering into the problem they believed more money 
could be made by pursuing the course they -chose than any other. 
If it is now seen that a mistake was made and that the fours 
ought to have been purchased when they commanded no premium, 
neither any bank nor the Government is to be blamed,—events sim- 
ply did not unfold themselves in the way it was expected. 

Is it then expedient for the Government to effect the exchange? 
The payment of the necessary premium by the Government to get 
the bonds, it is asserted, would occasion no loss, because the new 
bonds would bear a less rate of interest, and whatever was paid 
in the way of premium would be saved in the future interest ac- 
count. But this calculation rests on the theory that the present 
high premium will continue and that no way can be discovered to 
induce the holders of these bonds to exchange them or sell them 
to the Government on better terms. This theory, which must be 
held in order to justify the scheme, assumes a great deal. Now 
it is by no means certain that the present premium will be main- 
tained. The demand for capital may be so strong and attractive 
that the holders of these bonds may wish to part with them. 
Again, nothing is more uncertain than the action of Congress. So 
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many things are done by that singular body, that no seer can tell 
what is likely to happen. But during the next ten years a great 
many events are sure to occur, and the Government will hardly 
be placed in a less advantageous position to buy bonds than it 
occupies to-day. The Government is not reduced to the single ex- 
pedient of paying the present premium on the fours in order to 
get them; it can make several offers to the holders possessing 
attractive features. With its vast resources and credit the Govern- 
ment can operate very differently from the ordinary debtor in dis- 
charging its obligations. 

It is said that a four-per-cent. bond having twenty-five years to 
run, and which costs the investor $117.50, is exactly the equiva- 
lent in value of a three-per-cent. bond costing $100 which runs 
for the same period. In this is to be found the basis on which 
the Government would make the exchange, giving to each holder 
new bonds of a face value sufficient to yield in the long run, at 
three per cent. just as much as the present bonds would yield at 
the higher rate. In other words, the Treasury will have to pay in 
all, principal and interest, $2000 for every one-thousand dollar four- 
per-cent. bond outstanding, and this being so, it is immaterial 
whether it pays less for interest and leaves a larger sum in the 
way of principal to be redeemed at the end of the twenty-five 
years, Or pays the present high rate of interest and leaves a 
smaller portion of the $2000 to be paid as principal at the ex- 
piration of that period. Of course, this reasoning would be true 
if the premium were to remain at its present height during this 
entire period, but not otherwise. Why should the Government buy 
these bonds when the market is so high? No loss is likely to 
accrue from waiting; on the other hand, the Government has 
everything to gain. 

Turning now to the banks, will they be benefited by the adop- 
tion of this scheme? The case of a small bank is taken for illus- 
tration, holding $100.000 of four per cents., which it has bought 
at the present market value of 120. It has a capital of $120,000 
tied up, on which it is entitled to $90,000, that being ninety per 
cent. of the face value of the bonds. If this bank should receive 
$120,000 of the new bonds in exchange for its $100,000 fours, it 
may issue additional notes to the extent of ninety per cent. of 
its increased deposit, or $108,000o—a gain of $18,000 in circulation. 

A very important fact has been left out of this calculation 
which changes the nature of it entirely. Under the new bank act 
bank-notes can be issued “in amount to ninety per cent. of the 
current market value” of the bonds purchased to form the basis 
of circulation. Now what matter is it to a bank whether it buys 
$ 100,000 of three-per-cent. bonds paying par for them and receiv- 
ing $90,000 of circulation, or buys $100,000 of four-per-cent. bonds 
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paying $117,500 for them and receiving $105,750 of circulation? 
Would not the purchase in the one case yield substantially the 
same results as in the other? The banks, therefore, would receive 
no substantial gain by the new scheme, surely the Government 
would not, why then is it worth while to attempt it? 

It is true that, under the law as finally enacted, no bank can get 
more notes than the par value of its bonds, but Congress could 
not reasonably oppose an amendment allowing the issue of notes 
to the amount of ninety per cent. of the current value of the 
bonds deposited as security. What may be the capital of the bank 
issuing them is of no consequence. The bonds are deposited solely 
to secure the circulation, and as long as ten-per-cent. margin is 
left between the value of the bonds and the amount of notes 
based on them, the note holders are amply secured. 

But it said that the banks are verv desirous to have the 
scheme brought to a legal consummation. Perhaps they are. If 
so, what is the real reason? We imagine the true reason is that 
they are afraid to buy the four per cents. at the present pre- 
mium. They fear a decline in price, and do not wish to lose. 
No wonder they hesitate to buy at the present prices. But if 
they felt assured that the premium would not decline, it would 
be just as expedient for them to buy the fours and pay the pre- 
mium as to buy the threes at par. 

But the reason which leads banks to hesitate in buying the 
fours at present prices, is the very reason which should lead the 
Government to imitate their example. The Government has no 
stronger interest to pay the premium in order to get them than 
have banks or individuals. The wise course is the same one for 
all. However desirable it may be to increase the circulation, a 
way can be found less costly to the Government and equally safe 
for the people. 





PRIVATE BANKING.—It appears that the capital engaged in private banking 
is increasing in much greater proportion than that engaged in National banks, 
the total of the former for the year 1882 aggregating $ 222,000,000 against 
$477.000,000 of the National banks, while the increase of private banking has 
increased $32,000,000 against $17,000,000 of the National. The deposits of 
National banks were increased last year by $ 35,0c0,000, while the increase in 
the deposits of private banks reached $ 238,000,000. 

These figures would seem to indicate that National banking is now not so 
profitable as private banking ; at least, for some reason, the advantages which 
the National banks enjoy of issuing currency based upon bonds, do not seem 
to be a consideration with bankers. On the other hand, the tendency of de- 
posits to private banks is not looked upon as a healthy feature of banking, 
the higher rate of interest offered by them no doubt being the incentive that 
attracts large deposits. It must be admitted, however, that the National 
banks enjoy the best advantages in the long run.——Boston Commercial Bulletin. 
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ADVANTAGES OF PAYING THE NATIONAL DEBT. 


Since the beginning of November, 1879, the United States have 
paid off $400,000,090 of the bonded National debt. As the principal 
part of that debt is held at home, nearly the whole of this 
$ 400,000,000 has been received by American citizens, and has been 
reinvested by them in State, county, municipal and railroad bond-, 
and in mortgages upon real estate, and some of it, perhaps, in pur- 
chases of real estate, in subscriptions to railroad stocks, in the erection 
of houses, factories, mills and warehouses, and in industrial enterprises. 
It may be safely assumed, however, that the great bulk of their re- 
investments has been rather in securities, than in business operations 
involving personal attention, care and risks. The fact that the $400,- 
000,000 had been previously held in the form of United States bonds 
is a decisive proof that the owners of it were persons, or corporate 
associations of persons, who, at any rate, in respect to that proportion 
of their total capital, preferred to receive a moderate and reliable in- 
come from it, without anxiety and effort on their part, to seeking a 
larger income in investments attended with more hazards and re- 
quiring constant watchfulness. 

Accompanying this diminution of $400,000,000, within three years, 
in the aggregate of the United States bonds in existence, and the 
transfer of that sum to the holding of other public securities and of 
mortgages upon real estate and of railroad bonds, there has been a 
decided fall in the rate of interest at which money can be obtained 
upon credit, or pledges, generally regarded and accepted as sound. 
In the annual report of December, 1879, of the Secretary of the 
Treasury, Mr. Sherman, it was insisted, upon the facts of the then 
situation, that the United States Government could not borrow at a 
less rate than four per cent. and not even at that rate without creat- 
ing bonds, irredeemable for thirty years. To-day, with a credit not 
improved, inasmuch as it was absolutely perfect three years ago, 
its three-per-cent. bonds payable at its pleasure command a small 
premium, and its four-per-cent. bonds payable in twenty-five years 
command a premium of twenty per cent. There has been a corre- 
sponding fall in the rate at which money can be borrowed upon all 
newly-created securities, which command _ public confidence, and 
what is the same thing, a corresponding rise in the market price 
of such securities heretofore created. The States are refunding 
debts at four per cent. or even less. Connecticut sold, a few weeks 
ago, its twenty-year three and a-halfs at a premium, which made the 
actual interest:on the money received only 3.32 per cent. Cities 
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are selling their four-per-cent. bonds at premiums. The City of 
Chicago, which a few years ago could not dispose of a seven-per- 
cent. bond at par, is now able to borrow at three and a-half. The 
railroads are now borrowing at five and six, instead of eight and 
ten as formerly, and the Pennsylvania Central was able, in making 
its recent purchase of the Philadelphia, Wilmington and Baltimore 
road, to make a $10,000,000 loan at four per cent. The rates upon 
pledges of real estate are also falling, in recognition of which fact 
the State of New York has reduced the maximum rate, lawful upon 
time contracts, from seven to six per cent. Railroad bonds, of the 
old issues, and at the old interest rates of six, seven and eight per 
cent., now command premiums in some cases very considerable. 
To illustrate this by the case of a railroad whose mortgage bonds 
have been always accepted as a perfect security, the sixes of the 
New York Central Railroad payable in 1887, sold during the year 
1881 at an average premium of about eleven and a-half, where- 
as, during the year 1878, when they had three years longer to run, 
they sold at an average premium of only about five. 

In the case of States, counties and cities, which are not in- 
creasing their aggregate indebtedness, the benefit of the reduction 
of the current rate consists in the diminished charge of their 
existing debts, which aggregate in round numbers one _ thousand 
million dollars. The fall in the interest rate on that class of 
securities may be fairly stated as averaging two and a-half per 
cent., or from (say) an average of six and a-half to an average of 
four per cent., which would be upon the whole amount $25,000,000 
annually. Unfortunately for them, it is the charge upon only a 
part of their debts, which is reducible by refunding. Another part 
is in longer bonds upon which the time has not arrived when 
they have the right to refund. But the relief already realized is 
very great, and it is not too much to say, that without this actual 
relief, and the expectation of further future relief of the same kind, 
many municipalities now maintaining their credit would have given 
up the struggle and have gone into bankruptcy. 

In the case of the railroads, the relief in the way of refunding 
old debts at lower rates, although it will be large when all their 
old debts mature, so that they can be refunded, is now most im- 
portant in reducing the cost of borrowing money for new railroad 
construction, and for new expenditures in improving the capacity 
and efficiency of old railroads. Without the enormous aid given 
to the loan markets by the payment of $ 400,000,000 of the National 
debt, within the past three years, no such additions to the railroad 
mileage of the country as have been witnessed during that period 
would have been possible, and the terms exacted for the loans of 
money required for such additions as would have been possible at 
all, would have been so onerous as to leave nothing for the 
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projectors and promoters of such enterprises, and nothing for 
stockholders in them. When the present era of railroad develop- 
ment commenced two and three years ago, the financial journals, 
looking only to the experience of 1870-1-2, were unanimous in pre- 
dicting a severe pressure in the loan markets, whereas, in fact, 
whatever may have been the temporary gyrations up and down of 
call money in stock markets, the rate of interest upon investment 
securities has been all the time since steadily, although slowly, 
falling. Capital has been. obtainable at moderate rates. The reason 
is not far to seek, but is in plain sight of those who do not shut 
their eyes to it. The $400,000,000 paid on the National debt since 
November 1, 1879, may not be equal to the total expenditure with- 
in that period in building new railroads and improving old ones, 
but it is more than equal to the excess of that expenditure 
above an amount which would not be felt as a strain upon capital, 
even in times of the least prosperity. 








The progress of railroad construction in the United States is 
shown by the following statement. 

Miles Miles Miles Miles 
Years. built. Years. built. Years. built. Years. built. 
1867.. 2,449 1871.. 7,379 1875.. 1,712 1879.. 4,721 
1868.. 2,979 1872.. 5,878 1876.. 2,712 1880.. 7,174 
1869.. 4,615 1873.. 4,107 1877.. 2,281 1881.. 9,358 
1870.. 6,070 1874.. 2,105 1878.. 2,687 





During the first nine months of 1882, there have been 8,075 miles 
of new railroad constructed, and the total for the year is estimated 
by the Razlway Age at 10,500 miles. 

Poor’s Manual makes the railroad debts 2459 millions in 1876 and 
3103 millions in 1881. The apparent new borrowings during the 
five years were thus 644 millions, but they were very much more 
than that, as many of the debts reckoned in 1876 were second 
and third mortgages, which had been completely wiped out and 
extinguished by foreclosures of first mortgages during the dis- 
astrous period which immediately followed. 

On the 16th of September, 1880, the New York Commercial Bul- 
letixn observed : 

We are building perhaps more railroads now than at the most ex- 
cited period of the great railroad inflation. Schemes that broke down 
in 1873 are now being pushed to completion and many new ones 
are being vigorously prosecuted; and yet, for all this work, scarcely 
a dollar of capital has been asked in London, or Paris, or Frank- 
fort. The money is raised at home, at comparatively low rates 
of interest, and with an absence of effort or display that suggests the 
wonder where all the capital comes from. 


Commenting in November, 1880, upon the foregoing paragraph, 
the New York Banker's Magazine made the following observations, 
which are pertinent to be reproduced here. 
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A part of the capital which sustains the existing progress in 
railroad building comes, without doubt, from that growth of wealth, 
which is the normal condition of civilized countries in times of 
peace. But it is plain to be seen that the redemption of more 
than one hundred millions of the public debt during the past year 
has been the special circumstance which has rendered it possible 
to sustain the current progress of public enterprise, without going 
to foreign loan markets, or pressing and contracting the domestic 
loan markets. Every million of Government bonds paid off. is so 
much of a new supply for investment in something else. 
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Payments on the National debt make no addition to the money 
in the sense of the currency of the country. Collecting taxes and 
liquidating public obligations with the proceeds, does not change the 
volume of the monetary circulation at all. What it does is to 
create new capital which would not otherwise exist, by massing 
together innumerable small sums, taken from the current income 
and revenue of the tax payers, and for the most part representing 
current savings which would not have been made if the taxation 
had not been imposed. To quote the language of Ricardo (article 
Funding System, in the eighth and prior editions of Ezcyctopedia 
Britannica ): 


There would be in consequence of the operation [of paying the 
debt |, a great increase of capital; every year an additional portion 
of revenue would be turned into capital. 

This effect of paying off a National debt held at home, to diminish 
the rate of interest upon capital borrowed upon private securities, 
has always been perfectly understood in Great Britain. It is an effect 
which is deprecated by the classes which have been for a century 
past the most potential with the Government of that country, and for 
a long time they did not hesitate to avow that their opposition to 
the payment or even reduction of the British debt was based 
mainly upon their belief that such payment or reduction would make 
money too abundant and easy of access in the loan markets. [See 
Appendix.| They are really governed to-day by the same views, al- 
though they find it to be now more politic, since the reform in 
Parliamentary representation and the extension of the right of suf- 
frage have infused more of the popular element into the British Govern- 
ment, to place their opposition to the payment of the National 
debt upon the ostensible ground of their solicitude to save the tax- 
payer from too-heavy burdens. 

In this country, in all the quarters where attention is _practi- 
cally called to it, there is no misunderstanding or disagreement as 
to the effect of steady and large payments on our public debt, to 
make it more easy and less costly to borrow money upon other 
securities, and thereby to stimulate such enterprises as that of rail- 
road building, in which large amounts of capital are required. That 
effect is regarded with favor by an immense numerical majority of 
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the men doing business in Wall Street, although it 1s of course not 
specially agreeable to persons there 01 anywhere else who are merely 
investing capitalists. In this connection it is pertinent to reproduce 
what was said by two New York City journals on the evening of 
the 8th of last August, when Congress adjourned without doing 
anything to reduce the public revenues. 

The money article of the Avenzng Post of August 8, had the fol- 
lowing : 

The news from Washington that Congress adjourns this after- 
noon had an almost magical effect on the Stock Exchange markets, 

, The most important fact for the Stock Exchange is, that 
Congress has failed to reduce taxes—which means the continuance 
of large surplus revenues, a continued reduction of the public 
debt, and an expulsion of money from United States bonds into 
other securities. . . . The stock market in the last hour was 
strong and buoyant. 


The Herald money article dated on the evening of the 8th of 
August, says: 

The chief force in advancing the market was the announcement 
that Congress would adjourn this afternoon. This instantly infused 
new life into the trading. Aside from the fact that the adjournment 
relieves particular corporations, for a time at least, from the fear of 
adverse lesislation, it was regarded as encouraging higher prices for 
securities in general, since the law-makers would disperse leaving 
taxes unreduced, thus insuring a continued heavy National surplus, a 
corresponding redemption of Government bonds and the consequent 
necessity of reinvesting those funds in outside securities. 


These articles written on the spur of the moment by financial 
writers whose special business it was to learn and report the ideas 
current in Wall Street, may be taken as good evidence of what 
those ideas actually were. 

Undoubtedly Ricardo saw that the letting loose of capital locked 
up in the British National debt, would make it more abundant for 
other employments. He in fact said in so many words in his 
article on the Funding System already referred to: 


Withdraw this great borrower (the Government) from the mar- 
ket, and private borrowers would be readily accommodated. 


But at the same time he ridiculed as “ chzmerzca/,” the expressed 
fears of the holders of the British debt, that they could find no 
borrowers of their capital, if it was returned to them by the Gov- 
ernment. His theory was, that the new supplies of capital would 
furnish employment for more labor, and thereby increase popula- 
tion, and that this increased population would in turn create a new 
demand for more capital. Or to quote his own language— 

The employment of capital is of equal extent with our ability of 


supplying food and necessaries for the increasing population which a 
continually-augmenting capital would employ. 
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If Ricardo could see no danger of any injurious fall in the in- 
come of loaned capital within the narrow territorial limits of 
Great Britain, from the payment of the vast debt of that kingdom, 
it is to the last degree idle to apprehend such a fall in the United 
States from the payment of a debt only half as large. This country, 
equal in extent to the whole of Europe, while having only one-sixth 
of its population, possesses resources, the Gevelopment of which is 
hardly commenced. Its home loanable capital is not at the present 
even equal to the holding of the American securities already cre- 
ated, great quantities of which are owned abroad. It is not in 
this generation that a glut of capital is among American possi- 
bilities. And it is even more true here than in England, that the 
employment of more capital creates a demand for still more cap- 
ital. Every railroad which is constructed, and especially in the 
West and South, creates fresh opportunities for investments in agri- 
culture, mining, mills and foundries. And it is thus probably true, 
as respects this country, that while the payment of the National 
debt tends to reduce the rate of interest npon investment securities, 
it increases the activity and profits of industrial enterprises, and 
gives a fuller and more remunerative employment to that portion of 
disposable capitai which takes that direction. So also, it probably 
increases the number and extent of the exchanges of trade, and by 
thus augmenting the aggregate creation of commercial paper, gives 
a larger business and larger gains to those bankers who employ 
their capital, not in the purchase and holding of fixed securities, but 
in call loans and in the discount of short-dated notes. 

This country was never more prosperous than during the last 
three years, while the process of transferring $400,000,000 from 
Government bonds into private securities ( principally railroad bonds ) 
has been going on. That process, from the nature of it, has been 
a vivifying and invigorating one, because it has changed dead capital 
into active capital. Nobody can foresee how wide-reaching may be 
the evil effects of suddenly arresting such a process, and any party 
which takes the responsibility of arresting it runs a fearful risk. 
The experience and common sense of mankind have established no 
rule more firmly than that of letting well enough alone. A period 
of pre-eminent activity and profit in nearly every branch of business, 
is not the time for making changes in any of the conspicuous con- 
ditions of public affairs. It is impossible that so great a fact as the 
payment, within three years, of $ 400,000,000 of Government bonds 
should not have produced important financial and industrial effects, 
and it is, therefore, impossible that a stoppage, or even any con- 
siderable diminution, of the reduction of the National debt should 
not produce effects equally important but in a reversed direction. It 
is no secret to those who know the opiniéns of the really conserv- 
ative classes in Wall Street, that they look forward to a financial 
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crash as the inevitable result of cutting off the relief to the loan 
markets afforded by the liquidation of the National debt, at a time 
when such large commitments of capital to railroad enterprises have 
been made. Doubtless, there are wreckers there and elsewhere who 
would profit by a crash and who desire one, but it will not be 
maintained that public policies should be shaped for the benefit off 
that sinister interest. ; 

The payment of the Nation® debt is not a burden, for the shifting 
of which upon posterity there might be some motive, even if an un- 
worthy one, but it is a positive present relief, in the stimulus and 
support which it gives to enterprise and industry. Taxes, if their 
proceeds are devoured by expenditure, are a burden, but the precise 
reverse is true when their proceeds are appropriated to pay off public 
indebtedness. In the latter case, the people find in abundantly sup- 
plied loan markets a support for the various undertakings from 
which they derive their means of paying taxes. We know, as a 
matter of fact, however it may be accounted for, that at no time 
has the National taxation been less felt than during the last three 
years, and that there is absolutely no popular demand for a_ reduc- 
tion of it. rh 

The effect of paying off the $400,000,000 of National debt, which 
the Government has the right now to call for payment, will be to 
improve the selling prices of that part of the National debt which is 
not subject to call; of all State, county and municipal bonds; of 
all approved bonds of railroads and other corporations; of all sound 
mortgages having any term of time still to run; and of all railroad 
stocks, improved real estate and other productive property, in re- 
spect to which the income is believed to be well assured. The 
holders of the vast amounts of property of these several descrip- 
tions, will, it is true, gain nothing in income so long as they con- 
tinue their holdings, but they would gain hundreds and perhaps 
thousands of millions of dollars, if they sell out their holdings, as 
more or less of them find constant occasions to do. Another effect 
will be a rise in the selling price of unproductive real estate, ot 
which a considerable share of the property of all new countries al- 
ways consists. The reasons for this are, first, that mortgage loans 
can be more easily and cheaply raised upon it, and second, that as 
the current rates of income obtainable from secure investments de- 
cline, it will be more sought after to be held for that rise in lands 
which may be expected in a rapidly-advancing country. 

In short, there is absolutely but one single property interest, 
which will not be benefited by the steady payment of the National 
debt, and that is the interest of the holders of the money, which is 
to be hereafter applied to the purchase of investment securities. 
Such persons will, undoubtedly, gain by lower prices in the future 
of such securities, as they will thereby get a larger amount of them 
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with the new money which comes into their hands from surplus in- 
comes. They are, perhaps, a more numerous class in France than 
anywhere else. Their number is, however, nowhere great, although 
they dominate ministries and parliaments in Great Britain and in 
most of the countries of Western Europe. As a distinctive class, 
without interests in common with others, they are very few in this 
country and are not politically formidable. As a rule, the rich men 
in the United States, who have not been placed on the retired list 
by age or infirmity, seek and obtain larger incomes from their capital 
than are yielded by mere investment securities. 

Opposed to the interest of those who would profit by larger returns 
from fixed capital is the counter interest, overwhelmingly stronger in 
a political sense if it can be properly instructed, rallied and massed, 
of those who are engaged in the creation and sale of investment 
securities, in the prosecution of the various enterprises and industries 
by which the country is developed and enriched. The superiority in 
strength of this counter interest is not more decisive in a political 
sense, than it is in the aspects of right, justice and fair play. To 
perpetuate the National debt for the sake of preventing a fall in the 
rate of interest upon investment securities, is to maintain the income 
of fixed capital at an artificial height, instead of leaving it to be es- 
tablished by the natural play against each other of the supply of cap- 
ital and of the demand for it. 

All sound reasons lead to the same conclusion, that whatever 
changes may be made in the particular incidence of taxation, the 
revenues of the Government should not be reduced by one single 
dollar so long as any of its bonds subject to call are outstanding. 
The perpetuation, and even increase, of public debts are sometimes 
compelled by public misfortune and distress, but that is not the case 
with which we have at present to deal. It is not the tax-payers 
who are now moving for relief. It is another class altogether, con- 
sisting of persons who insist upon the reduction of revenues for no 
other real purpose than to prevent the diminution of the National 
debt. That they are at their wits’ ends for feigned reasons for tak- 
ing off taxes, is only too clearly shown by the nature of the pretexts 
to which they are driven. 

They procured the passage through the House during the last ses- 
sion of Congress of a bill to remove the stamp duties from checks on 
banks, cosmetics, patent medicines and playing cards, than which no 
more suitable objects of taxation can be conceived of. They attempted 
to justify themselves by maintaining that stamp duties are essen- 
tially and always odious. Where, to whom, and why are they 
odious? They are old and familiar in the practice of every civil- 
ized Government in the world. To-day, in this country, the people 
without complaint, and with entire convenience, pay forty million 
dollars of annual revenue to the Post-Office Department by means 
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of stamp duties. Is it credible that the men who voted to repeal 
the taxes on cosmetics, quack medicines and playing cards, had 
any other object than that of reducing the revenue, and for the 
mere sake of reducing the revenue and arresting the payment of 
the public debt? Can any pretext be more bald, than to say that 
these taxes were repealed because they were collected by the 
method of stamps? 

Knowing well that public debts cannot be paid without a surplus 
of revenue, these same persons have set up the doctrine, that it 
is impossible to have a surplus without inducing a wicked and 
ruinous extravagance. If they can persuade the country to accept 
that doctrine, they will have secured the everlasting perpetuation 
not only of our present National debt, but of every addition which 
the fortune of future events may make to it. 

But mankind know that it is as true in public as in private af- 
fairs that debt and extravagance are twin-brothers, and that the 
same thrift which induces the reduction of interest-bearing liabili- 
ties, tends naturally to dictate economy in expenditure. It is bor- 
rowing Governments and individuals who, as a rule, are the most 
profuse and reckless in outlay. This Goyernment was never more 
frugally administered than from 1789 to 1812, when it was reduc- 
ing the revolutionary debt, and from 1815 to 1833, when it was 
finally extinguishing that debt and also the new debt incurred by 
the war of 1812-5 with Great Britain. During the administration 
of the younger Adams, and the first term of the administration 
of Jackson, that is to say, between 1825 and 1833, one half of 
the total revenue was surplus revenue, collected for debt-paying 
purposes and so applied, and all the while the public expenditures 
were strictly frugal. A surplus of revenue, with no debt to absorb 
it, would doubtless be a standing temptation to extravagance. It is 
otherwise where a debt exists, and, in fact, no Government can with 
entire correctness be said to have any surplus so long as it has 
debts to pay. 

During the six years énding with November, 1879, this country 
had substantially no surplus revenue, and paid substantially nothing 
on its debt. Any fair and accurate statement will show that the 
scale of expenditure was larger during that six years than it has 
been since. The famous Arrears of Pensions Bill, which has in- 
volved the country in an expenditure of, perhaps, $ 500,000,000, 
was passed during the same session of Congress of 1878-9, when 
the Secretary of the Treasury was urging the passage of a loan 
bill of $20,000,000 to eke out the means to meet the expenses of 
the Government. The Arrears Bill was approved January 25, 1879, 
and between that date and March 3, of the same year, the Senate 
was occupied several times in debates over a loan bill. Without 
doubt, public expenditures have been too profuse since we began, 
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in November, 1879, to have an appreciabie surplus revenue, but 
they have ‘been less profuse than they had been prior thereto, and 
the sum total of all the subsequent extravagance does not approxi- 
mate that of the Arrears of Pensions Bill, passed when the rev- 
enues were declared by the Secretary of the Treasury and by the 
Chairman of the U. S. Senate Finance Committee (Mr. Morrill) to 
be absolutely deficient. It is thus true that experience verifies what 
philosophy teaches, that the steady reduction of debts by Govern- 
ments tends to economy in administration, whereas running into 
debt and perpetuating debt both tend to extravagance. 


GEO. M. WESTON. 


APPENDIX. 


If Pitt’s sinking-fund system had been adhered to, the British 
debt would have disappeared long ago. That system was first broken 
into in 1802, during the brief peace following the treaty of Amiens, 
and afterwards in 1807 and 1813. On each of these occasions the 
principal avowed ground for breaking into it was the fear that the 
rapid payment of the debt would destroy or impair the income of 
Capitalists not engaged in productive enterprises and industries. 

Pitt was living, but out of office, in 1802, and it was afterwards 
argued from his silence during the impairment of his sinking fund 
in that year, that he acquiesced in it. But Huskisson, who was 
both before and after that date, in the ministry with Pitt, declared 
in a speech in Parliament (March 25, 1813), that exactly the con- 
trary was the fact. In 1802 he called Pitt’s attention to the pro- 
posal to reduce the sinking fund, and to the reason given for it, 
namely, that unless it was reduced, the income of invested capital 
would fall. According to Huskisson, Pitt rejected the proposal with 
“potnted reprobatien,” and declared that “whenever the time should 
come that the diminution of the rate of interest was felt to be an 
evil,” he had plans of “converting zt to a great public advantage.” 

In 1807 (January 29), Lord Henry Petty (afterwards the Marquis 
of Landsdowne), in presenting to Parliament his plan as Chancellor 
of the Exchequer, of diminishing the payments on the National debt, 
laid the principal stress upon the point, that if a “large portion” 
of the debt was discharged, there would be “#o adeguate means of 
applying’’ the capital received by the holders of the debt, which 
“would of course be deprived of zts value.” He warned Parliament 
against the danger of throwing “such large and disproportionate 
sums into the money market, as might produce a very dangerous depre- 
ciation of the value of money.” He insisted upon the necessity of 
“precautions for preventing the inconveniences which might arise from 
the too vapid reduction of the debt, and too great accumulation of 
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floating capital in the money market.” He even went the length of 
declaring that if the whole National debt was paid the income 
obtainable from capital “would be equivalent to almost nothing,” and 
that the country would experience “something like National bank- 
rupticy.” 

In 1813 (March 3), Mr. Vansittart, Chancellor of the Exchequer, 
doubtless encouraged to hope for a speedy peace with France as a 
consequence of the catastrophe of Napoleon’s Russian campaign of 
1812, presented to Parliament a plan of arresting the payment of 
the National debt, using the same general line of argument em- 
ployed in 1807 by Lord Henry Petty, whose views he referred to 
and endorsed. He said: 


Whenever peace may take place, it will soon be found that there is a point 
beyond which the annual redemption of debt cannot be carried, without great 
inconvenience, 

The rate of interest should not be too much diminished by extinguishing at 
once too large a portion of the public debt. 


He warned Parliament against “the mischief of an excesstve sink- 
ing fund, overloading the money market with a superabundance of 
capital,” and he endeavored to terrify them as to the effect of a 
complete payment of the debt, by saying— 


It would require the transfer of a mass of property, amounting perhaps to 
a fifth part of the capital of the country, from an employment in which it has 
been vested by the proprietors, into other modes of occupation. 


On the 25th of March, 1813, Huskisson, faithful to the memory 
and policy of Pitt, replied to Vansittart. After pointing out, that 
at that very time when it was attempted to intimidate Parliament 
with the apprehension of a fall in the rate of interest, the Gov- 
ernment was compelled to pay more than five per cent. for money, 
Huskisson said— 


Does the Chancellor of the Exchequer think it a matter of indifference 
whether the interest of money is at six or seven per cent., instead of being 
under the usual legal rate (five)? Does he imagine that this high rate 
of interest will have no prejudicial effect upon our industry, our manufactures, 
our commerce, our internal improvements, and above all upon our agricul- 
ture? If the demands of the State are so large, and the temptations which 
it offers so powerful, as to absorb the innumerable streams and channels by 
which individual credit is supported, . . . every branch of productive in- 
dustry must proportionally languish and decay. . . . The prosperity of the 
revenue depends in a great degree on the facility with which the active 
classes of the community are enabled to borrow the capital requisite for their 
various pursuits. 


It is thus true that more than two generations ago the 
same question which now agitates America, was being fought out 
in the British House of Commons, between the perpetuation of 
22 








I RF EE EL, PE BER ER AE CE EE ge RL ER RT RT RR he ERS ON 


: 
i 
} 
; 
| 
: 
i 
f 


LPS TO RN ER Re ETE ON 


338 THE BANKER’S MAGAZINE. [ November, 


public debts for the sake of maintaining a high rate of interest 
upon all investment securities, and the contrary policy of return- 
ing to the channels of active industry and enterprise the capital 
locked up in such debts. In England, the contest was decided in 
favor of debt perpetuation, and the principal function of the Govern- 
ment of that country since the battle of Waterloo, has been to 
collect from one set of men and pay over to another an intermin- 
able annuity of $130,000,c00. The contest will have a different 
issue in America. 





THE MONEY QUESTION. 


{ CONTINUED FROM OCTOBER NUMBER. ] 


Here lies the knotty point of the money question. The gold 
party of Germany simply refuses to go into an objectively scien- 
tific consideration of the difficulty of this point, obvious to every 
impartial observer; it stops its ears, and incessantly repeats: we do 
not care about other countries, we are not carrying on a propaganda 
for the universal introduction of the gold standard (although orig- 
inally it used- the future unity of standard of all civilized nations 
as a leading argument for a gold currency), we only, ask that 
Germany complete its monetary reform upon this basis and for this 
purpose again resume its sales of silver, some fifty million marks 
a year. But there is an end to all discussion, when, after making 
such a demand, an answer is refused to the following questions : 
Is it—yes or no—at all probable, that in case (rermany takes this 
decisive step, the other countries, hitherto looking on with their 
depreciated silver money, particularly France, Holland, and the 
American Union, will not at once adopt the same course, since 
in economical and civilized development they may at least feel quite 
as ripe as Germany for a gold currency, and if necessary are able to 
make greater sacrifices to obtain the most perfect money possible 
than the German Empire, so behind them in wealth? Will the 
replacing of 4000 million marks of silver currency by gold coins, 
which may be extended over a period of twenty years, not produce 
a chronic scarcity of gold in the above mentioned sense, during 
this whole period at least, with all its injurious consequences to 
the interests of production? When the constant sales of previously 
coined silver has sent down the value of this metal to an indefi- 
nitely deep point, will India still be able to continue to coin it, 
though it should become as uncertain a measure of value as depre- 
ciating paper money? Or is it not to be expected from the an- 
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nouncements emanating from the government and commercial cir- 
cles of India as well as from the simplest reasonable consideration, 
that if the value of silver falls again British India will have re- 
course to the same remedy that has proved successful in the Dutch 
Indies, namely, cessation of the coinage of silver and arranging the 
silver coins retained as money of credit at a fixed nominal value to 
a gold standard, .most simply to the pound sterling? And would 
not the scarcity of gold be indefinitely increased and prolonged, if 
the, on the average, so considerable annual balance payable to India 
had to be settled in gold? 

In my belief it is not simply probable, but certain, that affairs 
would take the course indicated, and that too, not from some future 
period, but at once, as soon as Germany should begin again to 
put silver on the market. Concerning India it may be recalled, 
that the representatives of the Indian government at the Monetary 
Conference of 1881 were authorized to declare that the Government 
would only engage to keep up the free coinage of silver for a 
definite period, but that even only on condition that a number of 
other important States should agree to coin silver during the same 
time at the ratio of value of 1.15%. 

It has been assumed that the other States besides Germany striv-_ 
ing for a gold standard would effect the rejection of silver as 
cautiously and slowly as possible. The credit of the five-franc 
piece for example, is so solid, that not long since the Belgian bank 
accepted from the French bank twenty-five million francs in this 
coin, for twenty million German imperial marks in gold. France 
needed not therefore to make haste; she could be content with 
taking in and selling every year about as much silver as is recom- 
mended to Germany, fifty million marks. In these two countries 
alone there would then have to be definitely absorbed every year 
for a series of years 100 million marks of gold to fill up the de- 
ficiency in the current circulation and in the specie of the banks. 
Or shall the silver be replaced by unsecured bank notes? The 
advocates of a gold standard always dwell upon the sale of silver 
only, and not upon the difficulty of obtaining the value of it in 
gold. Do they really believe that Germany would have any great 
advantage if it should enter into competition with the banks of 
England and France for even that modest extra importation of 
gold? But the uncertainties of such a situation, the frequent 
change and the relatively average high rate of discount constitute 
the outer appearance of a scarcity of gold. In eight or nine years 
the German Empire would have got rid of its salable silver—but at 
what a price ?—and in view of the increase of its population it could 
avail itself of the rest for small coin. The scarcity of gold would, 
however, remain unchanged. France could now, for her share alone, 
sell every year 100 million marks of silver, so that the one-sided 
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absorption of gold and the “pulling on the too-short coverlet” of 
all States with a gold standard would continue for a long series 
of years in an equal degree. In this struggle it is very probable 
that Germany would generally come out worst, the confident asser- 
tions of Englishmen before mentioned may be remembered. 
Nothing is therefore more fallacious than the supposition that 
Germany would be relieved of all care for its currency, as soon as 
it should once have thrown out its silver. Were no further dif- 
ficulties to be apprehended, the sale of the German silver (450 
million marks) might well be advocated at any price, even with a 
loss of 150,200 millions. 

We have not thus far taken the United States into consideration, 
though they are enabled to exercise the most decisive influence 
on the value of silver and by reason of the rapid increase of their 
population and wealth to permanently absorb more new gold than 
any European country. 

America will probably soon bring the international money ques- 
tion to a crisis. The committee on currency and banking has 
already recommended a bill to the House of Representatives, which 
says: Until an international agreement has been come to concern- 
ing a ratio of value for the coining of silver as a valid legal tender 
among the leading commercial nations, or until the equality of the 
metallic value of the silver standard dollars with the gold coins of 
the United States has been brought about in some other way; 
(1) no new silver certificates shall be issued, though the existing ones 
may be again put into circulation for silver dollars; (2) new silver 
dollars shall be coined hereafter, not to the minimum amount fixed 
by the Bland bill, but only as needed for actual circulation. It is 
not unlikely that this bill, whose real tendency is bimetallistic, may 
become law. The American Secretary of the Treasury will then 
hold the sword of Damocles over the European silver market. If 
he suspends the coinage, the twenty-eight million dollars, hitherto 
retained every year in America, would fly over to London, and 
perhaps put down the price of silver beneath the lowest point 
reached in 1876. If the gold standard maintained itself against this 
catastrophe, America would sooner or later be compelled to sub- 
stitute gold for the 100 million silver dollars already coined and 
thus still further increase the scarcity of gold. 

So much for the question of the scarcity of gold. The memoir 
by von Dechend estimates the degree of it at present attained 
higher than we have done. For the future, however, it ,may cer- 
tainly be expected, as a chronic, lingering evil during several de- 
cades, if victory is gained by the exclusively gold standard, whose 
supposed extraordinary advantages Germany cannot keep to herself 


alone. 
Another important admission of the same memoir is to be noted, 
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that it recognizes unquestionably the bimetallic theory, the prin- 
ciple of the possibility, by international agreement and free coin- 
age of the two precious metals, of establishing a fixed ratio of 
value between them, so that it will be authoritative for the com- 
merce in bullion. It says: “That the remedy proposed is eminently 
fitted for the purpose (ze. to avoid fluctuations in the price of 
silver) cannot be reasonably disputed in my opinion. It is, indeed, 
hardly conceivable, as even opponents acknowledge, that silver will 
fall to any extent below the price fixed in this way, as long as all 
the great States coin it at that price.” Though the author adds, 
“T still hesitate to accept this proposal, not merely from reasons 
of principle, but from practical reasons,” it is difficult to under- 
stand how Soetbeer, who does not quote the former passage, can af- 
firm upon the latter, that Herr von Dechend’s statement is a clear 
confirmation of the unreserved declaration of Mr. Goschen at the 
Paris Conference of 1878, according to which the establishment of 
a fixed ratio of value between the precious metals is “impossible 
to be realized, impossible to be sustained in theory and contrary 
to the principles of science.’ When Herr von Dechend speaks of 
“reasons of principle,” they certainly cannot be theoretical or 
scientific, for he declares it “hardly conceivable,” that under the 
conditions given the price of silver should not remain stable. With 
regard to the saying of Goschen, it is one of those ever-recurring 
phrases, against which even the gods contend in vain. We do not 
see why Soetbeer brings in this dictum here, since from his own 
repeated declarations concerning the working of the French system 
ot a double standard he cannot consider the last two assertions 
correct. The for-all-time assured, theoretical, scientific result of the 
battle of the standard is just the principle cited above, by which 
former theories of monev are corrected and the practical importance 
is made clear of governmental interference in a particular economic 
province. 

As a third concession to bimetallism, we find in the memoir the 
abandonment of the principle of a purely gold standard for the 
German Empire. The coinage shall not be thrown open to silver, 
that would be the double standard, and no one of capable judgment 
would recommend its one-sided adoption for Germany. But the 
existing amount of thalers shall be kept in circulation, and conse- 
quently the law of January 6, 1876, empowering the Federal Council 
to withdraw the thalers, shall be abrogated. Gold currency, with a 
limited amount of silver money as full legal tender besides the 
silver small coin, constitutes the so-called “hobbling” standard, 
which might perhaps be more appropriately designated as an “in- 
complete double standard,” and which in principle differs from the 
single gold standard. Soetbeer is, of course, right that the publica- 
tion of Herr von Dechend’s memoir indicates no decision of the 
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Imperial Government, but it is very worthy of attention as a 
symptom of the views prevailing in influential circles. Two years 
ago I recommended the retention or recoining of the thalers for 
silver currency, but in my view this measure should only be taken 
to obtain still further concessions to silver from the franc States: 
Herr von Dechend in his proposal has his eye chiefly on Germany, 
and his principal purpose is to bring the greater part of the thalers 
accumulated in the Imperial Bank into circulation again and to 
substitute gold for them in the Bank’s coffers. To compel trade to 
use the thalers more generally than hitherto, he proposes that gold 
as well as paper money should be restricted to pieces of at least 
twenty marks, and pieces under this amount should be withdrawn as 
soon as possible. This proposal is not chiefly in the interest of the 
Imperial Bank, as might be supposed, but rather for the economic 
welfare of all. The more gold and the less thalers the Bank has in 
its vaults, the less it will be constrained to put on the discount 
screw at once when the drain of gold is moderate, as it must 
now do, for fear of coming too near to the silver foundation of 
the relatively thin layer of gold. We may be permitted to doubt 
the opinion expressed in the memoir, that Germany has thus far 
been somewhat protected against a withdrawal of gold, because 
other countries know that the Imperial Bank is not pledged to 
the exclusive redemption of its notes in gold and they cannot 
therefore surely calculate upon the bank. Soetbeer, however, 
refers justly to the energetic words with which the Bank Presi- 
dent formerly met the idea that the bank might suspend its gold 
payments. The legal right is not decisive, but the actual con- 
duct of the bank. As soon as the least doubt should come up 
abroad about the bank’s paying in gold, exchange on Berlin would 
immediately sink in price. The exportation of gold would thus be 
most favored, and wheri the bank raised difficulties in paying out 
this metal, a premium on gold would arise, and the depreciated 
silver thalers would again become the base of the mark value. 
As already observed, the memoir makes propositions for Ger- 
many alone, but it also touches upon the plan, that the other 
States by mutual agreement shall withdraw all gold coins under 
twenty francs, in order to give more room to the circulation of 
silver in current coins, and to raise the value of silver. Den- 
mark’s representative, Herr Levy, submitted a similar proposition 
to the Monetary Conference of 1881, that of the replacing of all 
gold coins and paper notes under twenty francs by silver, but with 
the essential difference from the above that in the States of the 
gold standard the silver coins, and the silver certificates fully se- 
cured by them, should only be legal tender as small change.* 


* I have not at hand an article in the Russische Revue by the former Russian delegate, 
Von Thérner, adopting a similar point of view. 
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But would such measures succeed in effecting a notable rise in 
the price of silver? Herr von Dechend appeals to the fact, that 
in the States represented at the last Monetary Conference, except- 
ing Austria and Russia, 2550 million marks in coins under twenty 
francs are in existence, while the annual production of silver 
amounts to only 400 million marks. Herr Levy desires to extend 
the measure to countries with paper currency, and assumes that 
2269 million francs in small paper money and 1550 million francs 
in small gold coins might be replaced by silver. The latter figure 
is certainly too small, for the total amount of the German five 
and ten-mark pieces is put at only 250 million francs instead of 
at 483 million marks. 

Raising the price of silver does not depend upon how the actual 
circulation of silver is extended in internal trade with a simultaneous 
increase of the gold of the banks, but upon how much new silver 
must be taken from the market for mintage. Herr von Dechend 
proposes no new coinage for Germany, the thalers now on hand 
are only to be put into circulation. Even the withdrawal of the 
five-mark certificates is not to make a gap that must be filled by 
new silver coins, but the memoir apparently presumes that these 
certificates will be replaced by a like sum in others of a higher 
denomination. In France the situation would be the same; if the 
gold five and ten-franc pieces were recoined into twenty-franc 
pieces, there would be no thought of coining new silver, as the 
bank has continually 1150-1200 million francs of silver coin lying 
in the vaults; such a measure, leaving the total amount of the 
circulation unchanged, would only be for the purpose of forcing a 
portion of the bank’s store of silver upon trade, with the expecta- 
tion that the afflux of gold pieces would be correspondingly in- 
creased. In America, also, the recoining of the smaller gold pieces 
would only occasion an increased actual circulation and not an in- 
creased coinage of silver. In England, however, hitherto possess- 
ing only subsidiary silver money, the coinage of silver currency 
would afford an opportunity to sell some hundred million marks 
of this metal distributed through several years. Such an event 
could not exercise a lasting influence upon the price of silver, 
even if Italy or the smaller States should declare themselves ready 
to coin new silver to the amount of their small gold pieces. 

With the Levy proposition the use of silver would be consider- 
ably greater, but its realization supposes that Russia and Austria 
issue large loans to partly redeem their paper money in silver, 
which would be represented by fully-secured certificates. In Austria, 
where the paper money would probably keep at par with silver, such 
plans might find sympathy outside of the gold standard party; it is, 
owever, hardly to be expected, that Russia in its present financial 
condition will assume an interest-bearing debt of a milliard of francs 
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in order to redeem paper money not bearing interest, and even then 
it would still be doubtful, whether the rest of the paper—whose 
augmentation would be as sure to follow financial embarrassments 
as before—could keep at par with silver coins or certificates. But 
even if fully carried out, Levy’s proposals would only assure an in- 
creased sale of silver for a series of years and a higher but not a 
fixed price; and when the extraordinary demand were once sup- 
plied and the mints again closed to silver (excepting the annual 
amount for normally supplementing the coinage), a renewed de- 
preciation would ensue, which must be doubly disturbing on ac- 
count of the greater circulation of silver. 

For the moment, and during the present transition stage, Von 
Dechend’s propositions certainly deserve attention, so far as they 
concern Germany and aim at a better composition of the bank’s 
cash. They have Germany free on all sides for the future, as 
Schaffle remarks in the Augsburger Allgemeine Zeitung. The with- 
drawal of the five-mark notes, which are not an ornament to our 
currency, and of the gold five-mark pieces should encounter ap- 
proval and satisfaction. : 

The withdrawal of the ten-mark pieces must be regarded as a 
measure made necessary by present circumstances, that would 
cause trade some inconvenience on the one hand, and on the other 
would bring great advantage by lessening the danger of a rise of 
discount. The withdrawal need not be followed by immediate 
melting; the coins could remain unchanged in the coffers of the 
bank. Though such measures may be recognized as judicious for 
the time being, yet it is no less certain that a permanent eleva- 
tion or fixing of the value of silver is only possible by permanent 
arrangements, from which this metal is assured not only of a pass- 
ing, but of permanently more extended, employment as money. 
This end can never be sufficiently attained, as long as silver is 
restricted to only interior, small and moderate trade. It is cer- 
tainly indispensable for small trade; it is decidedly inconvenient for 
a moderate trade, and if the withdrawal of the small gold coins 
forces the public to use silver more, the popularity of this metal 
will surely not be increased, but the single gold standard will 
grow in favor. The defenders of silver act against their own in- 
terest, when they try to force it upon trade for purposes, in which 
gold is unquestionably more convenient. The part of silver in the 
world is played out, if it does not obtain full validity for ex- 
tended and international commerce. The first condition of this 
validity is a ratio of value to gold, whose numerical expression 
may be left unsettled, universally recognized by the States and as- 
serting itself in free trade within a minimum limit of variation. 
Silver would then, like gold, possess the property of an absolutely 
sure instrument of exchange and international settlement; like gold 
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it could perfom these functions, when international securities were 
quite unfitted for them by reason of shocks to credit or variations 
of price otherwise caused. The mechanism of the world’s econom- 
ical circulation would then rest on two firm pillars instead of a 
single one. The second condition of an universal utility for silver 
is a simply technical one; care must be taken that silver money 
need not appear in mafura in commerce on a large scale, but is 
represented by fully-secured certificates, or at least may always be 
so represented, this being effected by commissioning a govern- 
mental institution to exchange at any time silver current coins or 
even bars under certain conditions for silver certificates, which 
must always be redeemable for current coins and therefore like 
the latter be full legal tender in the fixed international ratio of 
value to gold. A similar arrangement has existed in America 
since the silver bill of 1878, and the following figures show how 
it has proved itself under the most unfavorable circumstances, in 
spite of the considerable deviation of the real value of the stand- 
ard dollars from their nominal value. The sum of the silver cer- 
tificates issued by the Treasury, in the hands of the banks and the 
public, amounted November 1, 1879, to only $1,604,370; November 
1, 1880, it was already $19,780,240, and November 1, 1881, it was 
$58,838,770, thus rising $39,058,530 in one year.* If therefore of 
the $100,672,705 coined at the last-named date, $66,576,378 were 
hoarded up in the Treasury, this is no reason for the opponents 
of silver to triumph, since of the latter amount only $7,737,609 
belonged to the State, while the principal part did direct service 
to the circulation through the medium of the certificates. Very 
lately opponents of silver have acknowledged that the drain of 
gold from America in the first months of this year would not 
have gone off so smoothly, if the circulating mediums, especially 
in the cash of the banks, had not been reinforced by the silver 
certificates. If the real value of the silver dollar should again be- 
come equal to its nominal value, the silver certificates would, 
doubtless, acquire a far greater importance. Indeed, the fully-se- 
cured silver certificates of the different States would gradually be 
developed into a sort of money of the world, in which inter- 
national payments could be settled much more conveniently than 
in gold. - 

In a more secondary practical question Herr von Dechend’s 
memoir coincides with the views of the bimetallists; it pronounces 
it impossible for Germany to sel: even forty million marks of 
thaler silver a year, in spite of 300 millions of new silver and 
many millions besides of English government exchanges being an- 
nually put upon the market. “The thaler silver can only be sold, 
when and so far as the demand for silver is not satisfied by the 
* Report of the Comptroller of the Currency for 1881, p. 26. 
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silver of the mines and the Indian bills of exchange.” The press 
of the gold party has seized upon this remark, after the favorite 
fashion of present discussions, to convict the author of the 
memoir of an absurdity and tben to contemptuously triumph over 
him. What is the use of discussing a question, when one party 
disputes an opinion that the other has not at all, and on the 
other hand leaves untouched what is really brought forward? 
Herr von Dechend, of course, did not intend to say, that there is 
any difference in the abstract salability of new silver from the 
mines and the silver of the German thalers, but from the context 
his clear and well-founded opinion is that forty million marks of 
German silver could only be disposed of at a greatly reduced and 
inacceptable price, consequently they are _ practically unsalable. 
The silver from the mines must, like every other newly produced 
commodity, be sold under all circumstances and at any price. If 
the German silver appears in the market as a new competitor, 
without any new demand having made itself felt, the price of the 
silver from the mines will be at once put down until its sale is 
effected.* Herr von Dechend says: “At first, attempts were re- 
peatedly made to compete with the silver from the mines and the 
Indian bills of exchange. But the only result was that the price 
of silver always went down further, and the attempts had to be 
given up at last, after the price had in consequence sunk below 
fifty pence down to 463% pence.” This remark is worthy of notice 
in relation to the direct influence, denied by the partisans of gold, 
of the German sales upon the enormous silver depreciation of 
1876. According to Herr von Dechend’s estimate, founded on ex- 
perience, at most some twenty million marks might be annually 
disposed of on the average without depressing the price too much. 
In reality, however, even such modest operations could not have 
been executed of late years, since they would have denoted prin- 
ciples that might have given rise to decisive steps on the part of 
other States. If the above mentioned project for the suspension 
of the Bland bill is carried out in America, one-sided German 
sales of silver could only be contemplated, when it must be got rid 
of at any price, no matter how low. 

* The sales of silver from Austria depend upon the arbitrations of exchanges of freé com- 
merce, which are determined by the price of silver in Londcn, the London exchange on Vienna, 
and the price of silver in Austria, where silver is simply a commodity. When the demand for 
India is lively, considerable quantities of Austrian silver may possibly be bought up, but this 


silver does not force itself on the market, it only waits for the demand. The amount to be sold 
cannot therefore be fixed upon in advance. 


ee ee 





GOLD CERTIFICATES.—Assistant-Treasurer Acton signed in all 41,500 gold 
certificates in seventeen days, or at the rate of over 2500 a day, The largest 
amount ever received from the Treasury Department was on the third day, 
$ 44,000,000, having been preceded by $ 4,000,000 and $6,000,000 on the two 
preceding days. 
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RECEIPTS, APPROPRIATIONS AND EXPENDITURES 
OF THE GOVERNMENT FROM 1840 TO 1860. 


[ CONTINUED FROM OCTOBER NUMBER. | 


The next year another loan of $16,000,000 was authorized, bear- 
ing six per cent. interest, payable quarterly or semi-annually, and 
reimbursable after twenty years. Proposals were to be invited; the 
surplus revenues were pledged for paying the loan, and the Secre- 
tary was authorized “to purchase, at any time before the period 
; limited for the redemption of the stock, . . . such 
portion thereof at the market price, not below par, as the funds 
of the Government” might admit “after meeting all the demands 
of the Treasury.” This was the final loan for paying the cost of 
waging the Mexican war. 

The loan was duly advertised just as the war closed, and the 
premium obtained was $487,168.66 “which was the more extra- 
ordinary,” said Walker, “inasmuch as the entire sale of the sixteen 
millions of stock in a single day exeeded the rate at which the 
Government six-per-cent. twenty-years’ stock, exclusive of interest 
and brokerage, was then selling in small sums in the market.” 

The Secretary of the Treasury had no right to purchase above 
par the twenty-eight millions of Treasury notes and stock author- 
ized by Congress in 1847. When the bill was pending Walker 
recommended that authority should be delegated to the Treasury to 
purchase any portion of it at the market rate, whatever that might 
be. His reason was that such authority would make the debt more 
valuable to the purchaser when sold by the Treasury, and therefore 
would increase the premium. It was obvious, the Secretary declared, 
that if the Government had the means to purchase the debt before 
maturity, it should be done rather than to pay the interest; and it 
was also clear that by increasing the amount which the Govern- 
ment could purchase, “especially to the great extent of twenty- 
eight million dollars,” the Treasury could purchase on better terms. 
He therefore recommended that authority be given to purchase it 
at the market rate. This legislation was the more needful because 
the income derived from the sales of lands had been set apart 
for discharging this debt, yet if it could not be thus employed 
before the debt matured, it must remain in the Treasury. Con- 
gress granted the authority, and subsequently purchases were made 
at varying rates, though some of them were very high. 

The excess of army and navy expenditures occasioned by the 
Mexican war was $63,605,621.31. The increase of debt by the issue 
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of stock and Treasury notes was $49,000,000; consequently the 
difference, $14,605,621.31 was paid from the revenue, including the 
premium obtained from loans, of $563,061.39. A still larger portion 
of the expense would have been paid from the revenue had Con- 
gress imposed a duty on tea and coffee, which Walker recom- 
mended. His recommendations, though repeated several times, made 
no effective impression on Congress. 

With the close of the war the debt began to shrink, though 
Meredith, the next Secretary under a new administration, 
declared there would be a deficit in 1850 and ’51 arising from the 
payment of money to Mexico under the treaty. He not only rec- 
ommended the issue of more stock or Treasury notes, but also 
an increase of the duties. Congress authorized the issue of 
$ 10,000,000 of stock to Texas, in execution of an agreement when 
that State was admitted into the Union, but declined to change 
the tariff. His report was mainly an elaborate argument for re- 
storing a protective system of duties, but the event did not hap- 
pen until twenty years afterward when the land was rent with 
civil war. 

Although the debt was increased by the issue of stock to 
Texas and the payment of the Mexican indemnity, a portion of 
the debt was paid every year. The Government was able to get 
hold of it only by paying a heavy price. The premiums paid on 
$2,523,200 of certificates of stock purchased at market rates in 
1851 and ’52 amounted to $325,655.24, more than one-eighth of the 
entire debt purchased. “These rates, if applied to the whole debt 
as it stood on the 20th of November last,” said the Secretary, in 
his annual report near the end of 1851, “would require for its 
liquidation, in addition to that amount, about the sum of eight 
million dollars.” 

The Secretary questioned whether sound policy did not demand 
giving to the department some discretion to purchase with the 
available surplus revenue sound State stocks, when this could be 
done at or near their par value, and to hold them for a sinking 
fund, which might be applied toward redeeming the public debt 
as it became due. Of course, the object of establishing such a 
policy was to pay the debt without paying the premium. The 
Secretary regarded “such a course desirable,” but Congress thought 
otherwise. ; 

The mode adopted by the Treasury for buying stock is worthy 
of notice. At one time money was advanced to brokers to pay 
for the debt purchased by them. Guthrie, thinking that this 
mode might “lead to a misapplication of the public funds, and 
to favoritism,” discontinued it. The stock issued in 1843 was due 
ten years afterward, and in March, 1853, the Secretary of the 
Treasury gave notice that he would pay the principal’ at any time 
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the owners might desire, including also the interest due at the 
time of requesting payment. He also offered to redeem portions 
of the stock issued in 1842, ’46 and ’47, paying par and a premium 
of twenty-one per cent. on the latter stock, eight and one half per 
cent. premium on the stock of ’46, and sixteen per cent. on the 
stock issued in 1842. 

Guthrie adopted this mode of discharging the debt not only to 
prevent the possible loss of money, but to retard accumulations 
in the Treasury. The increase of receipts over expenditures occa- 
sioned at times alarm in commercial and financial circles. The 
Secretary hoped that “the accumulations in the Treasury would 
exercise a benefical restraint upon importations and _ speculative 
credit enterprises, and bring the business of the country into a 
safe and wholesome condition; yet, under the apprehension that 
a panic might arise from a too stringent operation of the Treas- 
ury,’ he advanced money to the mint to buy gold and silver for 
coinage, beside resorting to’ the expedients already mentioned for 
increasing the outflow from the Treasury. 

His’ offers to purchase the public debt were issued in March, 
July and August, 1853, at the market price, and he succeeded in 
getting a large amount of it, and aiding those who wished to 
sell their stocks and borrow money. The balance of the loan 
to the cities lying within the District of Columbia was paid the 
same year, and also a part of the Texan bonds. “The fact is 
established,” the Secretary says, in his annual report at the close 
of 1853, “that the public debt of each description can be obtained 
at the premiums offered and paid, and the premiums made be 
reduced as the times fixed by the terms of the law for redemp- 
tion approaches.” 

With the beginning of Pierce’s administration in March, 1853, 
the debt was $69,129,937.27, and was subsequently increased two 
millions and three quarters to liquidate the debt of Texas. By 
the middle of November, 1856, the figures had melted away to 
$ 30,963,909.64. Of the sum paid $40,916,027.63 represented the 
principal, and the balance, $4,609,882.31, the premium on portions 
redeemed before maturity. A saving of $14,606,441.39 was effected 
on the debt thus paid in advance. 

Beside this debt, a considerable sum was due to the Indian 
tribes growing out of the extinction of their title to the public 
lands. In 1856 this sum amounted to $21,066,501.36, and was 
payable at different times. Estimates were furnished for making 
payments when they matured, by the Interior Department. The 
Government at that period had also invested in stocks for several of 
the tribes $ 3,511,624.08. 

The reduction of the debt was so-rapid that the next year the 
Government parted with a portion of its revenue. Hardly had this 
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been done when the land was smitten with another financial panic; 
the National income speedily diminished, and in December an issue 
of $20,000,000 of Treasury notes became necessary. The next 
June a loan of $21,000,000 of stock was authorized to meet cur- 
rent obligations. The Secretary of the Treasury, Howell Cobb, 
recommended raising the duties, but Congress did nothing. There 
was no wise pruning of expenditures, and the Treasury drifted, 
borne up by the belief that when the financial crash was over 
importations would increase and the revenues be ample to dis- 
charge, in due time, all forms of public indebtedness. The Treas- 
ury notes which were issued in 1857, payable in a year, could not 
be paid when they matured, and so they were renewed until June, 
1860, then Congress passed a law to fund them. The stock was 
not to exceed $21,000,000 in amount, nor bear more than six per 
cent. interest. It was not to be paid for ten years, and within 
twenty. In September proposals were invited for a loan of 
$10,000,000, a sum large enough to meet all the Treasury notes 
that would fall due before the first of January, 1861. Five per cent. 
interest was offered, the Secretary believing that the loan could 
be readily negotiated at that rate. At that time the five-per-cent. 
stock of the United States was selling in the market at a pre- 
mium of three per cent. The whole amount was taken at par or 
a small premium.. But before payment was made another destruc- 
tive wave rolled over the land, and many of the bidders were 
unable to respond. Some did so at a considerable sacrifice, and 
others were nursed by extending the time of payment. The en- 
tire amount thus borrowed was $7,022,000. 

When Congress met in December, $11,000,000 of the stock 
authorized to pay the Treasury notes had not been issued. The 
Secretary declared that “the difficulties attending the payment 
of the stock already sold, in connection with the tact that cap- 
italists, in the present condition of the country, were unwilling to 
invest in United States stock at par—render it almost certain that 
this remaining eleven millions cannot now be negotiated upon 
terms acceptable to the Government. The condition of the Treas- 
ury is such that no serious delay can be indulged.” He _ recom- 
mended a repeal of the law enacted the previous year, so far as 
it authorized the issue of $11,000,000 more stock, and that author- 
ity be given for issuing an equal amount of Treasury notes at such 
rates as would command the confidence of the country. To create 
that confidence he recommended that the public lands be uncondi- 
tionally pledged for the ultimate redemption of all the Treasury 
notes that might be issued. “I make this recommendation,” he 
adds, “of substituting Treasury notes for stock the more readily 
frcm the conviction that there should always exist in the depart- 
ment power to issue Treasury notes for a limited amount, under the 
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direction of the President, to meet unforeseen contingencies. It is 
a power which can never be abused, as the amount realized from 
such source can only be used to meet lawful demands upon the 
Treasury. No Secretary of the Treasury or President would ever 
exercise it except compelled to do so by the exigencies of the 
public service. On the other hand, it would enable the Government 
to meet without embarrassment those sudden revulsions to which 
the country is always liable, and which cannot always be antici- 
pated.” Congress authorized the issue of $10,000,000 of Treasury 
notes in lieu of $11,000,000 of stock redeemable at the end of one 
year from date and bearing six per cent. interest until called for 
redemption. The Secretary, however, was authorized to issue them, 
after advertisement, at such rates of interest as might be offered by 
the lowest responsible bidders. Notes were soon afterward issued 
under this Act in the following amounts at the rates specified : 


$70,200 at 6 percent. ...... $77,000 at 934 per cent. 
5,000 at 7 yah ie 1,027,500 at Io " 
24,500 at 8 Te 266,000 at 101 u 
33,000 at 854f ws hw wwe 623,000 at 10lg ” 
10,000 at 83 4»  ————— aeaeee 1,367,000 at 1034 u 
65,000 at 9 sk. ies 1,432,700 at if a 
10,000 at 94% 4 nae 4,840,000 at 12 u 





160,000 at 946 4»  ————— .aacee — 
$ 10,010,900 

In the beginning, the public debt, as we have seen, was about 
thirty millions. At the close of the fiscal year in 1860, the public 
indebtedness exceeded sixty-four millions. And this large increase 
had been caused, not by any extraordinary outlay, for the political 
sky was unclouded throughout these four years, but solely by re- 
ducing the revenues to a foolishly low point. It is true when the 
tariff of 1857 was amended, a financial crisis was not expected, 
but even if it had not come, the prosperity of no business was 
hazarded by letting the tariff remain. By lowering the rates and 
sinking the receipts below the expenditures and doing nothing to 
extricate the Government from that situation for three years, its 
credit was seriously shaken. For such financial mismanagement no 
possible excuse could be given. 

The political horizon darkened with the closing year. Cobb re- 
signed as Secretary of the Treasury a few days after making his 
annual report, and Philip F. Thomas, of Maryland, was appointed 
his successor. But he remained at the head of the Treasury De- 
partment only a month, and then John A. Dix succeeded, who 
served during the remainder of President Buchanan’s term. It was 
while Gen. Dix administered the finances, therefore, that the Treasury 
notes above mentioned were sold. So low did the credit of the Gov- 
ernment fall that he suggested to the Committee of Ways and Means 
that the States be asked to secure the repayment of money 
borrowed by the Government by pledging the deposits received by 
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them when the surplus revenues were distributed in 1836. He 
thought that a loan resting on such a basis might receive the 
favorable attention of capitalists. 

On the Ist of February the Committee reported a bill authorizing 
a loan of $25,000,000. The Secretary of the Treasury had pre- 
viously declared that there would be a probable deficit in the 
revenue of $21,677,524. The deficiency bill contained appropriations 
amounting nearly to $3,000,000, thus there was an estimated defi- 
ciency of $24,000,000, while the amount in the Treasury on the first 
of January was only $2.233,220. Imports had very much declined 
in consequence of political complications. 

The bill was opposed on the ground that the Secretary still 
possessed the power, under the Act of June, 1860, to borrow 
$14,000,000, and that this amount at least should be deducted from 
the proposed loan. But the answer given was, that the balance of 
the June loan could. not be sold on the terms prescribed in the law, 
and if it could be, that the money must be employed to redeem the 
Treasury notes of 1860. The bill passed, and the President was 
authorized to borrow at any time before the Ist of July $25,000,000, 
to pay current demands on the Treasury or to redeem Treasury 
notes. The stock was to bear not more than six per cent. interest, 
and was to be reimbursable after ten and before twenty years, 
Under this authority bonds were issued to the amount of $18,415,000, 
“at an aggregate discount of $2,019,776.10, or an average rate of 
$89.03 per one hundred dollars.” 

Only one other financial measure, passed during the last hours of 
President Buchanan’s administration, requiring notice. Ever since the 
panic of 1857 the public debt had been increasing, and the Secretary 
of the Treasury remarked in his report, presented in December, 1859, 
that the idea of increasing the public debt to meet the ordinary 
expenses of the Government should not be entertained for a mo- 
ment. Nevertheless, this idea had been entertained since July, 1857, 
as the following figures clearly show: 


Balance in Treasury, one 1, 1857 $ 17,710,114 27 
Public debt, July 1, 18 29,060,386 go 
Public debt, July 1, 44,910,777 66 
Public debt, July 1, 1859 
Public debt, July 1, 1860. 
Balance in ‘Treasury, July 1, 
Debt, less balance in Treasury, July 1, 1857 11,350,272 63 
Debt, less balance in Treasury, July 1, 1860 61,140,496 37 
A bill to repay outstanding Treasury notes, to authorize a loan, 
and to regulate and fix the duties on imports was introduced into 
the House March 12, 1860, One object of this bill was to increase 
the revenues. It was warmly debated at that session but did not 
pass both houses. At the next meeting of Congress the bill was 
further considered, and after many of the Southern members had 


left that body it was passed, becoming a law on the 2d of March, 
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1861. The contest over it had centered mainly on the provisions 
which related to an increase of the tariff. 

By this law the President was authorized to borrow within one 
year from its enactment not more than $10,000,000, which were to 
be applied in discharging appropriations and Treasury notes then 
outstanding. No contract could be made preventing the Govern- 
ment from reimbursing the amount borrowed at any time after ten 
years from the first day of July next ensuing. If the proposals 
made for the loan were not satisfactory, the President was author- 
ized to issue Treasury notes instead of borrowing money for the full 
amount of the loan authorized, and also to substitute Treasury 
notes for the whole or any part of the money which he was author- 
ized to borrow by previous acts. Notes issued under this law 
were to be redeemed within two years from its date. How the 
law was executed shall be stated hereafter. 

Such is the miserable ending of the chapter on finances while 
they were managed by the South under the quasi administration 
of James Buchanan. During the short period that Gen. Dix man- 
aged them he displayed wisdom and vigor, but the evils previously 
wrought through a long course of mal-administration could not be 
easily or quickly cured. 

During the seventy years covered by this volume the income and 
expenditure of the Government had greatly expanded. These expen- 
diture, too, was authorized by a far more complete series of an- 
nual measures than had been adopted in the beginning. 

Beside the usual appropriations made every vear for maintaining 
the Government, there were other appropriations for the payment of 
claims, whose validity was determined by Congress. They were in- 
fected with some irregularity which prevented claimants from obtain- 
ing a settlement through the departments. Some of these claims 
were fraudulent; on the other hand, many of them were obviously 
just, yet could not be paid under the laws and regulations estab- 
lished for the guidance of the departments. In these cases, there- 
fore, the claimant could appeal only to Congress for relief. 

Accordingly, in 1794, a Committee of Claims were appointed, to 
whom these matters were referred, and who investigated them and 
reported thereon to Congress. The Committee had jurisdiction of 
all claims against the United States in which money was demanded, 
or a release from paying it to the Government was desired; or in 
which the claims had reference to public lands, or pertained to a 
pension. 

The business of the Committee grew so heavy, that a division of 
it became necessary. Consequently, in 1805, the Committee on Pub- 
lic Lands were created; eight years later that on Pensions and Revo- 
lutionary Claims; in 1816, the Committee on Private Land Claims were 
raised, and in 1825 that on Revolutionary Pensions, and six years 
afterwards another on Invalid Pensions. 
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Notwithstanding this division of the business, many claims were 
not considered each session because there was not time. In the 
earlier years of the Government, a strict adherence to statutes of 
limitations requiring the presentation of claims within a short period 
debarred many claimants. Not only was much time consumed by 
such investigations, but these were often imperfect; and the unfitness 
of a Committee of Congress to serve as a tribunal to hear and ad- 
just these matters was apparent long before any remedy was applied. 
Finally, in 1851, a Court of Claims was established, to which claims 
against the Government were referred. The work of Congress was 
considerably relieved by the creation of this tribunal, but its jurisdic- 
tion should be enlarged, statutes of limitation need reviving, and 
when claims have been heard and determined no further proceedings 
in relation to them should be tolerated. It was long ago seen that 
Congress ought not to have anything to do with these matters. 


mee a 
a 
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Very heavy penalties are incurred by any infringement or neglect 
of the law. For the banks in their corporate capacity, the most im- 
portant is the power vested in the Comptroller to appoint a receiver 
and close the business. This may be done when any bank fails to 
make up its lawful money reserve after notice to do so; or, neg- 
lects to sell within six months any of its own stock acquired in 
satisfaction of debts; or fails to make good any deficiency in_ its 
paid-up capital; or unlawfully certifies any cheque; or fails to pay 
on demand any of its own notes. Also, if the directors of any 
bank knowingly violate, or permit any of their officers to violate, 
any of the provisions of the law. In these last-named cases the 
association can only be dissolved after. the fact of the violation of 
the law has been proved before a court, in a suit brought for 
that purpose by the Comptroller; and in such cases every director 
who assented to the act complained of is personally liable to make 
good any damages the stockholders may sustain. 

Penalties of one hundred dollars per day are incurred by neglect to 
make any of the reports required by the law. 

Severe penalties, both by fine and imprisonment, are inflicted on 
the persons guilty of crimes or misdemeanors under these Acts. 


The powers acquired by organization under the National-bank 
Acts are as follows: 

To adopt and use a corporate seal. 

To have succession for a period of twenty years. 

To make contracts. 

To sue, and be sued, as fully as natural persons. 

To elect and appoint directors and other officers. 

To prescribe by-laws for the regulation of the business. 


* From the Fournal of the Institute of Bankers, London. 
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To exercise all such incidental powers as are necessary to carry on 
the business of banking; by discounting and negotiating promissory 
notes, drafts, bills of exchange and other evidences of debt; by re- 
ceiving deposits; by buying and selling exchange, coin and _ bullion ; 
by loaning money on personal security; and by obtaining, issuing 
and circulating notes according to the provisions of the Act. 


This last paragraph is of considerable importance as it has been 
judicially held to comprise all the business the banks can _ legally 
do; any other transactions being w/tra vires. 

The steps necessary to be taken to obtain these powers are ex- 
actly prescribed, and are comprised in the making of an Organiza- 
tion Certificate (answering to our Articles of Association) which is 
registered by the Comptroller of the Currency, who, after satisfying 
himself that the law has been complied with, issues an authority 
for the association to commence business. 

The amount of capital subscribed must be regulated in part by 
the population of the town in which the business is to be situated: 
In any place not exceeding 6,000 inhabitants, the capital must be at least £10,000 

4 with from 6,000 to 50,000 7 ” 7 20,000 
« with more than 50,000 u u " 40,000 

At least one-half of the capital must be paid up before commenc- 
ing business, and the remainder in monthly instalments of ten per 
cent. 

The capital stock is always to be divided into shares of £20, and 
every shareholder is liable to a further like amount on each share. 

It is expressly provided that persons holding stock as executors. 
administrators, guardians, or trustees are liable only to the extent of 
the estates or funds in their hands. This is so directly contrary to 
our own law that we may be curious to see how it will be found to 
work. At present no difficulties have arisen under the clause; trusts 
are not numerous among the shareholders, nor, indeed, have failures 
been numerous among the banks. | 

The directors must be at least five in number; must all be citi- 
zens of the United States; and at least three-fourths of them resi- 
dent in the immediate neighborhood. Their stock qualification is 
fixed at not less than ten shares ( £200). 


Before commencing business each association must transfer and 
deliver to the Secretary of the Treasury United States bonds to 
the extent of one-third of its paid-up capital, but in no case less 
than £6000. The interest on these bonds, and also upon such 
further amounts as are deposited to secure circulation, is receivable 
by the association under power of attorney granted by the Secre- 
tary. 

Cone the deposits of bonds being made, the bank is entitled to 
receive from the Comptroller circulating notes to the extent of ninety 
per cent. of the par value of the bonds, if the current market 
value is not below par, in which case the notes granted are only 
to ninety per cent. of that value. Circulating notes may also be ob- 
tained in the same proportion against further deposits of bonds to 
the following extent: 

To extent of go per cent. of capital if not exceeding £100,000. 


To extent of 80 per cent. u u 200,000. 
To extent of 75 per cent. " ) 600,000, 
To extent of 60 per cent. u if exceeding 600,000. 


These restrictions as to the amount of circulation to be issued 
to the banks were not promoted by any prudential considerations 
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as to their stability, but by the fact that the aggregate amount of 
National-bank circulation was limited, and there was not enough 
for all. Although, in 1875, the aggregate limit was removed, the 
banks are still restricted in their circulation according to their 
capital. The Comptroller has recommended that all banks should 
be permitted to receive circulation to extent of ninety per cent. of 
their capital, but it does not seem at present likely that they would 
take up more if they had the power. Experience has shown that 
the banks having large capitals even now take less circuJation than 
they are entitled to. At the commencement of last year the total 
circulation the banks were entitled to call for was seventy-eight 
millions sterling. Of this the banks having capitals not exceeding 
£100,000 had a right to fifty-four millions, and had taken forty- 
eight millions, or eighty-eight per cent.; whilst those whose capi- 
tals exceeded {£100,000 had taken only sixteen millions out of 
twenty-four millions, a proportion of sixty-six per cent. 

The notes bear the signatures of the Treasurer of the United 
States, and of the Registrar; and also a promise to pay them on de- 
mand, which must be signed by the president and cashier of the 
association issuing them. They are legal tender in-all parts of the 
United States in payment of taxes and all other Government dues 
except duties on imports; and also for all sums owing by the 
United States except interest on the public debt, and in redemption 
of the National currency. They are also legal tender for any debt 
or liability owing to any National bank. This latter provision ap- 
plies to National-bank notes issued by a bank since failed, which 
are still legal tender to any National bank in discharge of claims, 
although they cannot be called upon to pay them. A special clause 
forbids National banks to pay out such uncurrent notes; such as hold 
them must send them up to the Treasury for redemption. But the 
notes of any solvent National bank coming into the hands of any 
other National bank may be re-issued by them, or they may send 
them up to the Redemption Bureau, in sums of $1000 or any 
multiple thereof. Here they are credited to account of the bank 
remitting them, and charged to the several banks by whom they 
were issued, the Treasury acting in fact as a sort of Clearing 
House, 

The National-bank notes are of the denominations of : 


$5 .. $10 .. $20 .. $50 .. $100 .. $500 .. $1000 
mers . 28. 2a ss 2m. £02 . fe. 2 
Formerly notes for $1, $2 and $3 were also issued, and one-sixth 
part of the circulation taken up by any National bank might be of 
such notes. But the Act of 1875 decreeing the resumption of 
specie payments on the first of January, 1879, provided, that after 
that date no such notes should be issued to National banks. There 
was, however, no considerable demand for them on their part, prob- 
ably owing to the labor required to sign and handle them;. and 
out’ of two hundred and twelve millions sterling of National-bank 
notes issued during the existence of the system, less than eight 
millions have been in notes below five dollars. 

Since the beginning of 1879 the one and two-dollar National- 
bank notes have been reduced by £1,173,500, whilst the legal-ten- 
der notes of the sarne denominations have increasec by £ 1,580,700. 
_ The following table shows the amounts of National-bank notes 
of each denomination issued from 1863 to the first of November, 
i881; and also, by denominations, the amounts of National-bank 
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notes, and of legal-tender notes,* outstanding on the latter date. 
In separate columns will be found the ratio of each class of .note 
to the whole issue: 





; | Outstanaing first of November, 1851. 
Total issue ; Per | seosiei 
| centage Per | | Per 














° ° v4) 
Denomination. _ National-| of | National- centage Legal- centage 
bank notes.| whole. bank notes.| of \tendernotes Qo 
| | whole. whole. 
_ oS = Se 
$1 SR Gicccccccccces| Onan | 2.2 | 265,822 0.4 4,892,812 7.1 
2 eee | 3,099,006 | 1.5 104,434 0-2 | 4,740,439 | 6.8 
5 a = rere | 73,012,504 | 34.6 | 20,096,016 | 28.0 | 13,579, 19.5 
10 ” Diien se wence | 58,955,038 | 27.7 | 24,261,768 | 33.8 | 15,081,766 21.7 
20 “aa RS 35,763,268 | 16.9 | 16,223,300 | 22.6 | 14,161,201 | 29.4 
50 W iis esate <uee | 13,575,740 | 6.4 | 4,656,840 6.4 | 4,631,515 6.6 
100 " ne | 19,194,240 | 9.0) 5,992,200 | 8.3 |. 6,647,874 9.5 
500 ” BGRiccccccces| MPG 5.0 | 146,400 0.2 2,843,500 | 4.1 
1000. # Sis ccdvenas | 1,428,800 | 0.7 | 40,200 | O.I | 2,413,100, 3-5 
5000 # BORD. cc sceses | — i |) ,000-=— «Ow 
10,000 @ a | —_ | — | —. | | 52,000 O.I 
Add for unredeemed frag-| | 
ments of National-bank; =—— oe | 3317; —-— | — — 
EE ee | 
Deduct for legal - tender | | | 
notes destroyed in Chica-| | | 
GET 666060 cecnaeeseves _ — | | | 200,000. — 





-~_ a, 
| 


Totals.... 212,458,031 ; 100.0 | 71,788,297 | 100.0 | 69,336,203 | 100.0 





By the Act, as originally passed, National banks were required 
to pay their own notes upon demand at: their counter, and also to 
redeem them ‘through the agency of a National banking association 
situated in one of eighteen designated cities called Redemption cities. 
These were Albany, Baltimore, Boston, Charleston, Chicago, Cincin- 
nati, Cleveland, Detroit, Louisville, Milwaukee, New Orleans, New 
York, Philadelphia, Pittsburgh, Richmond, St. Louis, San Francisco 
and Washington.t National banks doing business in _~ of these 
cities were required to appoint redemption agents in New York. 
By Act of twentieth of June, 1874, all National banks were required 
to redeem their notes at the Treasury of the United States, and 
the above-named cities are now termed Reserve cities, for reasons 
that will presently appear. 

Every National bank is now required to keep always on deposit 
in the Treasury of the United States, in gold coin or United States, 
notes, a sum equal to five per cent. of its circulation; and when- 
ever National-bank notes, in parcels of one thousand dollars or any 
multiple, of the same, are presented at the Treasury, they are re- 
deemed in United States notes. They are then assorted and charged 
to the accounts of the banks by whom they were issued, which 
banks, on being advised of the amount: paid, must at once remit 
an equal sum of lawful money. Wherever the latter term is used 
it means coin, United States notes, or Treasury certificates of de- 

* The legal tenders are notes issued bv the Government under the various Acts 1862-1878, 
In the latter year the maximum issue was fixed at $ 346,681,016, the amount then outstandingr 
and which has remained fully in circulation since that date. These notes are legal tende, 
for all debts, public and private, except in payment of interest upon the Government debt 
and ot duties on imports. 

¢ Although Charleston and Richmond are included in the cities named by Section 5192 of 
the Revised Statutes, Section 31 of the National-Currency Act of 1864 only provides for 
their admission ‘‘whenever, in the opinion of the Comptroller of the Currency the condi- 


tion of the Southern States will warrant it;’’ and up to the present time they do not 
appear in his annual reports under the head of Reserve Cities. 
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posit of such notes, After the Treasury has been reimbursed for 
the amount redeemed, the notes are returned to the issuing banks, 
if still fit for use; but if much worn or defaced they are forwarded 
to the Comptroller, who destroys them (by maceration) and _ for- 
wards new blanks of a similar amount to the banks by whom 
they were issued. All costs of redemption, such as_ transporting 
the notes and assorting them, are to be reimbursed to the Treas- 
ury by the association issuing them. Since 1874, all notes are 
printed with the charter number of the association issuing them, 
and this has been found to effect considerable economy in the ex- 
penses of the Redemption Bureau. 

The Acts of twenty-fifth of February, 1863, and third June, 1864, 
authorized the issue of National-bank notes to the extent of three 
hundred million of dollars, which amount was directed to be appor- 
tioned among the various States and Territories of the Union; and 
in three years from the foundation of the first bank, by October, 
1866, the amount in circulation had reached $280,253,818, being very 
nearly the full amount authorized. Even the small margin unissued 
was probably caused by the difficulties arising from the Territorial 
allotments, as some banks were unable to obtain all the circulation 
they required and were entitled to by their capital, because the 

amount apportioned to their district was already taken up. 

' By the Act of twelfth of July, 1870, the total amount issuable was 
increased to $ 354,000,000, and the circulation steadily increased till, 
on the first of December, 1874, the amount outstanding was $352,- 
394.346, the highest amount yet reached. : 

The Act of fourteenth o aggre 1875, removed all limit to 
the total of the National-bank currency, and also all restrictions 
as to its geographical distribution, but was not followed by any 
increase in the circulation. On the contrary, for some years it 
gradually decreased, till, on the twenty-second of June, 1877, the 
amount outstanding was only $290,002,057. This must be attributed 
in part, to the great depression which followed the financial panic 
of 1873, but perhaps still more to the Act of twentieth of June, 
1874, authorizing the banks to deposit with the Treasurer lawful 
money for the redemption of their circulation, and to withdraw 
from deposit a proportionate amount of their bonds. The consid- 
erable premiums to which the bonds had then attained, and the 
low rate of profit to be made on the circulation, induced many 
banks to adopt that course, and since the passing of the Act re- 
ferred to, £25,600,000 has been deposited to retire circulation. 


By special provisions, the establishment of National gold banks 
was authorized in 1870. This was for the accommodation of the 
State of California, where notes have not been much in favor. 
These notes are issued against deposit of United States bonds and 
to the extent»of eighty per cent. of such deposits. They are pay- 
able in gold at the office of issue, and are legal tender in payment 
of debts to any other National gold bank, if the association by 
which they were issued, is still redeeming its notes. Every National 
gold bank must keep on hand, in gold or silver coin, twenty-five 
per cent. of the amount of its outstanding circulation. Ten of 
these banks have been established in all; four of them have 
changed into other organizations under the Act of February, 1880, 
and three are still in operation, having an aggregate capital of 

400,000, and a circulation of £168,000. The largest amount of 
circulation of these banks outstanding at one time, was in August, 
1875, when it amounted to £528,000, on a capital of £926,000. 
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It is evident that in more recent years, the banks have not appre- 
ciated so highly the right of issuing currency. It is not impossible 
that as capital increases in the country, and as bank deposits also 
increase, they will come to depend more upon this branch of their 
business, and will find it the more profitable of the two. As we 
shall see, the dividends paid are by no means large, and there is 
not, at least among the National banks, any exaggerated idea of the 
share of them that is earned by their note issue. The Comptroller 
has, in several of his reports, drawn attention to this, when recom- 
mending the repeal of some of the taxation. In 1865, the National 
banks held on deposit against their circulation about forty millions 
sterling of six-per-cent. bonds, and fifteen millions of five per cents. ; 
thus receiving about five and three-quarters per cent. upon the whole 
amount. In November, 1881, they had as follows: 








E:T ca deed 440d nebdcdubawasassuadesbeseses £, 6,400,000 
4 ” D csdnheeeeee 0060 6é60nseenensesnneweneteoes 18,400,000 
3% ” © ckecrdwdencdedsbennenddecrsd cesetesseees 48,250,000 
6 u PN Wie vc ccccccsccesescccesén 700,000 
£4 73:750,000 

5-per-cent. bonds, having ceased to bear interest........... 150,000 
£ 731900,000 





As the four-per-cent. bonds have latterly commanded a premium 
of about sixteen per cent., and even the three and a-half per cents., 
a premium of one or two per ‘cent., it is evident that the average 
interest received in their investments to secure circulation does not 
exceed three and a-half per cent. On ten per cent. of their bonds 
deposited they receive no circulating notes, and they have to keep 
five per cent. of the amount of their issues always on deposit in 
the Treasury without interest: 

Upon the margin that is kept thus unremuneratively employed, 
they might otherwise be obtaining the usual commercial rate of 
interest, which even in New York City, averaged, during 1881, five 
per cent., and in various parts of the Union ranged much higher, 
even up to ten or fifteen per cent. ; 

They have further to pay a tax of one per cent. upon the amount 
Of their circulation, and to reimburse the Treasury for the expenses 
attending the redemption of their notes. 

The actual net profit upon circulation, based upon four and three- 
and-a-half-per-cent. bonds, and with rates of interest on bank loans 
varying from five to ten per cent., is estimated to be as shown in 
the following table. It will be observed that the rate of profit is 
least where the rate:of interest is highest, owing to the margin 
kept unemployed : 

Interest at 
Class of bonds deposited..............s00 St . OE . J. SB . Oh . 10% 
Profit per cent. 


4-per-cent. bonds at 16 per cent. premium 1.49 . 1.19 . 0.88 . 0.58 . 0.27 . 0.03 
3%4-per-cent. bonds at 1 per cent. premium 1.74 . 1.59 . 1.43 . 1.28 . 1.12 . 0.96 


In consideration of the privileges of issue granted to the banks, 
they are laid under very minute restrictions as to the conduct of 
their business. These have indeed been felt so irksome, that it is 
probable that, as the inducements to maintain their circulation de- 
crease by the decrease in interest on Government bonds, a growing 
disinclination to organize under the Acts may become apparent. 
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THE NATIONAL DEBT—A NEW PLAN. 


Senator John P. Jones has suggested a new plan of dealing with 
the National debt, in an interview with a reporter of the Chicago 
Tribune, the most material portion of which we append hereto. As 
will be seen, Senator Jones understands the Comptroller of the Cur- 
rency to be disposed to favor the plan. If so, the annual report 
of that official, soon to be made, may very possibly contain some 
reference to the subject. It is one of great interest, in some of its 
aspects, to the National banks. 


Senator Jones began the interview by saying that the great 
reform of 1844 in the British currency was made in such a way as 
to retain all the then existing rights of issuing notes enjoyed by 
the Bank of England and other banks in the United Kingdom to 
the utmost degree consistent with the reform determined upon. I 
believe that ultimately all the paper money in this country, whether 
the policy is to maintain it at a parity with the metallic stand- 
ard or not, will and ought to be issued by the National Govern- 
ment; but the change cannot be made in a day ora year, and it 
cannot be even entered upon until the principles upon which the 
volume of the paper issues shall be regulated are fully discussed 
and settled. It is quite possible to make the transition a more 
gradual one by certain changes in the conditions of the National 
bonds upon which the National-bank note circulation is founded. 

REPORTER—Will you please explain your plan of such changes? 

Senator JONES—During the last session of Congress I submitted 
it to several of the Senators who have paid particular attention to 
the subject of finance, and notably to Senator Sherman, who agreed 
that the plan seemed to be a good one, but expressed the fear that, 
although the burden of the National debt might be largely reduced 
by the reduction of the rate of interest, the people would never be 
satisfied with the reduction in that form. I also made it a subject 
of conference with the Comptroller of the Currency. He said to 
me in substance that it seemed to him the most feasible way out 
of the difficulties which environ the banking system. 

The plan is to offer to the holders of the four-per-cent. bonds 
redeemable in 1907 bonds bearing a less rate of interest, say three 
per cent. Some portion of the new three-per-cent. bonds might be 
made redeemable earlier, say in 1900. Of course the holders of the 
fours would have to be offered a premium in cash to induce them 
to make the exchange. There are in such a transaction the elements 
of a good bargain for the Government. 

When a four-per-cent. bond sells at such a premium that the 
investor gets, say three per cent. on the purchase price, it is the 
same thing mathematically as buying a three-per-cent. bond at par, 
but practically we could get more than par for a three-per-cent. 
bond. 

Naturally investors dislike paving premiums for bonds for many 
reasons; there is an apparent, if not a real, loss in the transaction. 
The investor is subjected to the alternative of the impairment of his 
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capital when the bond matures, or he must invest the one per cent. 
extra which he annually receives in some other interest-bearing 
security. This involves care and trouble, to avoid which is the spe- 
cial object of the great body of investors in Government securities. 

Hence a par bond which yields to the investor the very same 
amount of interest on the investment which the bond bearing a 
premium yields to him is the more valuable of the two, because at 
the maturity of the par bond the original investment remains unim- 
paired, and that, too, without the trouble and care and vigilance 
necessary tO maintain the original investment unimpaired on the 
bond purchased at a premium. 

Money and brains invested together do and will command higher 
rates of interest than money alone. In the case of National banks 
buying four-per-cent. bonds as a basis of circulation, they pay, say, 
120 for the bond, on which they get only go of circulation. A 
three-per-cent. bond at even 105 would be better for them on ac- 
count of the profit they could make on the active use of the $15 
saved on the premium. 

I therefore believe that the holders of a large portion of the 
fours could be induced to accept a bond nearer par and bearing 
a lower rate of interest by paying them in cash a less sum than 
would represent the mathematical parity between the bonds ex- 
changed. This would effect an economy to the extent that it could 
be done, and at the same time furnish a more acceptable bond for 
the banks. Furthermore, to the extent of all the cash paid out in 
the operation, we defer the payment of the threes and three and 
a-halfs, which are subject to call at the pleasure of the Government. 

REPORTER—AII this would be clearly agreeable to the banks, but 
would not the people be dissatisfied with the payment of money to 
effect the exchange of bonds without any nominal reduction of 
the debt? 

Senator JoNES—Not at all. The reduction of the interest on the 
fours redeemable in 1907 is just as much a reduction of that debt 
as a reduction of the principal would be. These bonds amount 
nominally to $739,000,000, but actually the country is obliged to pay 
$ 1,478,000,000 to redeem them—$739,000,000 principal, and $739,- 
000,000 interest as expressed in four-per-cent. coupons for twenty- 
five years. If you reduce that part of the debt which is described 
in the coupons one-quarter, you reduce the totality of the debt 
one-eighth. The reduction of the debt in this way might not be 
so obvious as even a smaller reduction of principal, but is just as 
advantageous to the country. The people will quickly see and 
readily understand this. My idea is to substitute for the fours 
bonds at as low a rate of interest as would command par under 
normal conditions of the money market. It is quite possible that 
we might find next winter that a two-and-a-half or a two-and- 
three-fourths per cent. long bond would command par; if so, so 
much the better. In that case we would be obliged to pay a larger 
cash difference for effecting an exchange of the fours for them. I 
will only add that if we could reduce the interest of the bonds 
redeemable in 1907 to some rate of interest ranging from two and a- 
half to three per cent. we should have a better chance of buying 
them up in advance of 1907 without having to pay such premiums 
as would be distasteful to the people to see paid. 

REPORTER—How much saving to the Government do you an- 
ticipate from the proposed exchange of bonds? 

Senator JONES—A saving of five per cent. at least. This would 
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aggregate a saving of $36,950,000, if the whole of the outstanding 
fours could be exchanged, and in that proportion for whatever part 
of the $739,000,000 could be dealt with in that way. 

REPORTER—What do you regard as the general sentiment among 
business men relative to our banking systems? 

Senator JONES—There is an uneasy feeling among business men. 
It is not disputed in any quarter that the volume of currency must 
be constantly enlarged, in order to meet the requirements of ex- 
panding population and exchanges. Under existing law there can 
be no change in the volume of greenbacks. At the same time the 
volume of bank notes has been substantially stationary for several 
years. I believe the pinch would already be upon us if it had not 
been for the steady, although slow, additions to our money volume 
consequent upon the silver coinage act of February, 1878. 

What business men now fear is that the bank-note circulation, 
instead of even remaining stationary, may soon begin to diminish. 
Against that danger the changes which I propose in the form of 
the National debt would, I believe, afford a sufficient measure of 
protection. 





SAVINGS-BANK DIVIDENDS AND INVESTMENTS. 


The contrast in public opinion at different periods is no more 
conspicuously shown than in the varying light in which the public 
have regarded money—capital. “He that hath not received usury 
nor increase, hath executed my judgments, hath walked in my 
statutes.” “Thou shalt not give him thy money upon usury nor 
lend him thy victuals upon increase.” Shakespeare’s wonderful pow- 
ers of delineation and force of expression show to no better ad- 
vantage than when portraying the despicable character of Shylock 
and his resources; at a time, too, when usury meant amy interest, 
and not, as at present, an exorbitant one. 

Now, the successful adjustment of the relations of capital and 
labor; the enabling the affluent, by judicious investments, to realize 
an income; the poorer, by a safe system of credit, to become afflu- 
ent; supplying a currency that shall preserve the health and vigor, 
and answer the continually increasing demands of commerce, are 
questions that enlist the energies of the best minds of every coun- 
try, and whose proper solution is the foundation of prosperity. 

No sooner had the earning capacity of money come to be recog- 
nized than benevolent people began to devise means to enable the 
laboring class to fortify themselves against want in times of adver- 
sity, and compel their savings to share their daily labor, and lighten 
the burden of earning their daily bread. Of this spirit the Savings 
bank was born, and it is only by keeping this spirit in mind that 
we can arrive at a proper determination of the regulations that 
should control the reception and investment of deposits and pay- 
ment of dividends. 

The first banks for savings were those of Hamburg, founded in 
1778, and Berne in 1787, restricted by their charters to the use of 
mechanics and servants. In 1799 Rev. Joseph Smith, of Wendover, 
offered to receive from any one of his parishioners any sum from 
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two pence upwards, every Sunday evening during the summer 
months, and repay the same at Christmas, with an addition of one- 
third of the sum as a bounty for frugality. If withdrawn before 
Christmas, nothing was paid. This was the first attempt to estab- 
lish a Savings bank in England. Mrs. Priscilla Wakefield, of Tot- 
tenham, established the “Charitable Bank” in 1804, and paid inter- 
est at the rate of five per cent., providing the deposits were left at 
least a year. In 1807, Rev. John Muckersy established the “West 
Calder Friendly Bank,” in Scotland, “for the savings of the poor.” 
In 1808, four ladies and four gentlemen formed a society to receive 
the “surplus earnings of domestic servants,” and allowed four per 
cent. interest thereon. 

The first Savings bank in this country was organized as a volun- 
tary association December 2, 1816, at Philadelphia. The act incor- 

rating “The Provident Institute for Savings,” in the town of 

“ogee approved by the Legislature of Massachusetts, Decem- 
ber 3, 1816. 

This is claimed by some to be the first public act of legislation 
recognizing the benevolent character of Savings banks, and giving 
them the protection and regulation of law. Even in England the 
first Act of Parliament recognizing and regulating Savings banks 
was passed in 1817. 

The first attempt to organize a Savings bank in this State was 
made in 1816. On November 29 of that year, a meeting was held 
in the City of New York, an organization effected, and the Legis- 
lature subsequently asked for a charter. The Legislature, distrust- 
ing the enterprise, refused to grant a charter. A meeting was held 
in the New York Hospital, December 17, 1817, which “ Resolved, 
that the citizens present, with those who may hereafter unite in 
the Pane, be constituted a Soczety for the Prevention of Pauper- 
zsm,” &XC. 

This effort eventuated in the incorporation, March 26, 1819, of 
the present “Bank for Savings in the City of New York.” This 
bank had, on the first day of January, 1882, 100,898 different deposit- 
ors, and $40,469,204.08 of assets. 

Could the grand success that was to crown the efforts of this 
“Society for the Prevention of Pauperism” have’ been foreseen, it 
would not have required three years of persistent application to 
the Legislature in order to obtain a charter. 

It thus appears that Savings banks are the benevolent creation 
of Christianity and charity, designed to alleviate the evils of pau- 
perism and improve the condition of the poor. They extend their 
advantages alike to the depositor and the public. 

To the depositor, they offer security for his savings, coupled with 
a small interest thereon. They inculcate sobriety, frugality and 
habits of industry. They appeal to his manhood, to his pride, to 
his love of independence, to his affection for those who depend 
upon his efforts, and to the better qualities of his nature. 

To the public they afford, from their aggregation of small sums, 
a convenient creditor. They become a ‘patron of industry and en- 
terprise. They guarantee the public treasury against the demands 
of pauperism; they give to the nation improved citizenship, and 
are auxiliary to the best functions of government. 

These institutions have been organized to a considerable extent 
as appurtenances to banks of discount, in which cases, almost with- 
out exception, the interests of the discount bank are primary, those 
of the Savings bank secondary. 
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There are thirty-six of the 630 Savings banks—principally in the 
Southern and Western States—organized with a capital which raises 
at once conflicting interests. Both classes are a departure from the 
original and proper object of provident institutions, and should be 
discouraged. 

Rare exceptions in small places may be found where they work 
well, but these exceptions only prove the rule. They should be 
separately organized and independently managed. 


RESTRICTIONS UPON DEPOSITS. 


Certainly, the use of these institutions should be confined to the 
class for whose benefit they were devised, and only that class who 
have not the time, opportunity, or ability to investigate and de- 
termine for themselves a proper investment or adequate means to 
enable them to pay for the information through private sources, 
should be permitted to become depositors. 

In case of temporary embarrassment, the largest deposits, those 
belonging to what may be properly termed a capitalist -class, would 
be soonest withdrawn, and whenever private investment promises 
better returns these funds leave the banks. Whenever money is 
cheap and hard to place, this class solves the difficulties of invest- 
ment by placing their moneys in our Savings banks. Instead of 
supporting the banks, they make of them a convenience, and prey 
upon their resources; instead of being an element of strength, 
they are a constant menace. 

Most States recognize this principle, and have fixed limitations 
designed to exclude this class of depositors. Instance: Connecticut 
iimits amounts receivable in any one year from a single individual 
to $1000. Vermont limits the aggregate to $2000. New York 
limits the aggregate to $3000. Massachusetts limits deposits to 
$1000 from each individual, and allows it, by accumulation of in- 
terest, to reach $1600, but allows no dividend upon any sum ex- 
ceeding $1600, Each of these States makes varying exceptions as 
to trust funds, &c. 

Recently, while examining a discount bank,+J found twelve pass- 
books from several different banks, and in four different names, 
but all belonging to the same individual, calling for sums aggre- 
gating $28,000, put up as collaterals for a loan. While this shows 
that any law is liable to evasion, it emphasizes the necessity for 
specific regulations as to the reception of deposits. 


DIVIDENDS. 


New York banks in 1881 paid an average dividend of .0367 per 
cent., Massachusetts paid .o4 per cent., Connecticut a little over 
.04 per cent. 

hile the expense of Savings bank management in New York 
is necessarily greater than in other States, the reason that deposit- 
ors of New England banks received a higher rate of dividend is 
traceable to the fact that-the New England banks are allowed a 
wider latitude in investment, and their securities, while possessing 
less elements of safety, yield a greater income. 


INVESTMENTS. 


There are four classes of securities in which New York Savings 
banks may invest: 
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First.—Securities for the payment of which the faith of the 
United States Government is pledged. 


Second.—The stocks or bonds of any State of the Union which 
has not, tor the period of ten years prior to investment, defaulted 
in the payment of either principal or interest of any debt author- 
ized by the Legislature thereof. ' 

Third—The municipal obligations of any county, city, town or 
village of this State. 


Fourth—In bonds and mortgages on unincumbered real estate, 
situate in this State, to the extent of fifty per centum of its value, 
if improved, and forty per centum if unimproved property. 


New Jersey’s law is almost identical. 


All New England States permit their banks to loan on personal 
security, municipal obligations of their own State, and_ specified 
cities of other States, bank stock and railroad bonds, with varying 
limitations and conditions. 

It seems to me that the latitude allowed in some States trans- 
cends the bounds of discretion. It is true that laws may be pru- 
dently enacted in States essentially agricultural, or possessing no 
large cities, which would work infinite mischief in such a State as 
New York. 

Institutions which border upon the great maelstrom of Wall 
Street, and are reached by its intoxicating influence, require stronger 
safeguards than those that are surrounded by the less turbulent 
influences of the interior. 

As to bank-stock investments, the fact that the owner of bank 
stock, whether an individual or corporation, is liable to lose, not 
only the stock itseli, but an amount equal to the par value of the 
stock in addition, is sufficient, in my judgment, to take such se- 
curities out of the province of discussion. 


AS TO PERSONAL SECURITY. 


I don’t think Savings banks ought, under any circumstances, to 
loan money upon promissory notes, a maker and indorser or in- 
dorsers. Such loans do not possess the elements of security that 
should be thrown around the investment of these funds. There is 
another reason. A line of demarcation should be drawn between 
the business of Savings banks and other financial institutions. 

They should not discount paper, buy or sell exchange, or other- 
wise trespass upon the proper business of discount banks. They 
should be confined to the province of receiving deposits and invest- 
ing them with as much permanency as is consistent with availa- 
bility. 

pa trust companies, organized with large capital, securely in- 
vested, and carefully supervised, supply the space between such in- 
stitutions and banks of discount and circulation. 

In view of the remarkable reduction of the National debt, with 
State and municipal indebtedness much less in amount and still 
more rapidly disappearing, it becomes apparent that the scope of 
Savings-bank investments in some of the States must inevitably be 
enlarged. 

The aggregate amount of bonds issued or guaranteed by the 
Government is $1,517.285,012. 

The aggregate amount of recognized State debts, at the census 
of 1880, was $250,732,081, somewhat reduced by payment since. 

















366 THE BANKER’S MAGAZINE. | [ November, 


This, less $ 113,967,243, the recognized debts of Southern States 
which have repudiated a portion of their debts, and the debt of 
Minnesota, leaves $ 134,239,828, in which only our banks are per- 
mitted to invest. 

The aggregate indebtedness of cities and towns (and in New 
England townships) containing populations of 7500 and upward, is 
$ 664,346,913. The aggregate of these items is about $2,300,000,000, 
and the total resources of Savings banks are in excess of $1,000,- 
000,000, or nearly fifty per cent. of that sum. 

Railroad securities, in their enormous aggregate, and from their 
permanent character, naturally attract attention in connection with 
this question. 

Several States permit Savings banks to invest in bonds of rail- 
roads that have paid interest upon their bonds and an annual 
dividend upon their stock varying from two to five per cent. for 
a preceding period of years ranging from two to five. Who is to 
determine what railroads have paid interest upon bonds and divi- 
dends upon stocks, as required by such a law? And where are 
they to find the data upon which to determine the same? It ought 
not to be difficult. The archives of the different States or of the 
General Government should show it. 

The directors of railroad corporations sustain to stockholders the 
relation of trustee and cestud gue trust (Kerr on the Law of Fraud 
and Mistake; Angell and Ames on Corporations; Second Black’s 
U. S. Reports, 715, and authorities cited). In their fiduciary capacity 
they are bound to treat their stockholders as Savings-bank trus- 
tees their depositors, agents their principals, or guardians their 
wards. This is the /aw. All are familiar with the Jractzce. Who 
are their stockholders, their cestuz gue trust? The general public. 
It must be within bounds to assert that four hundred thousand 
shares of our railroad securities change hands every day at the 
various exchanges wherein they are bought and sold. Their stock- 
holders are a constantly changing quantity, and their roads should 
be managed in the interest of those coming in as well as of those 
existing. It is certainly the right of investors (the public) to know 
as much about the condition of a company as possible. How 
often do we hear it charged that a railroad has declared a divi- 
dend without earning it—sold bonds or issued stock to realize the 
amount or drawn upon its reserves. 

Every railroad corporation should be required to file or publish 
monthly statements of their earnings and expenses, or at least, at 
the time of declaring a dividend, should be required to publish a 
verified statement of the data upon which such dividend is declared. 
Such information should not be locked up in the board of directors, 
to be exploded upon the market at some desirable time, either to 
appreciate or depreciate the stock. The public, as individuals, furnish 
the money to build and equip railroads and own their stock and 
bonds. hy should not these roads furnish them the information 
necessary to make their investments intelligently? Why should they 
not possess the data upon which to determine in their own minds, 
upon business principles, the value of a stock or bond? 

A little more than a year ago Denver sold at 112 to 115, and 
Wabash Preferred approximated par. A short time since they sold 
at less than 50, and without any change in the value of these 
properties, and without any panic. Certainly, the valuation of Wall 
street is no criterion as to the value of a property. Over half the 
capital invested in railroads yields no dividend. 
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The BANKERS’ MAGAZINE of January last shows the capitalization 
of the roads in the United States to be: 


MT ‘inentaaddodtaseddededes sy thedenss wbeagueesersaseN $ 4,497,618, 882 
Paying (interest on dividends ).........ccccccccccscccseee 2,052,854, 
MEP P OTT ET OT eTPTTITTTTTT TIT TT TTL TTI EEL 2,117,351,712 


and for this state of affairs the railroad ventures of the West and 
South are not responsible. 

“There are one hundred and thirty-two railroads in the State of 
New York which have cost (capitalized at ) $572,786,895. On more 
than one-half of this vast amount no dividends are paid. Only 
thirty-four pay dividends, whuse cost is $240,593,596. But these 
figures include the Metropolitan and New York Elevated Railroads, 
which cost $53,038,332, and are not paying dividends now. Of 
those not paying dividends the Erie is most conspicuous. Its cost 
is reckoned at $ 158,035,707.” 

It may be added that investigations conducted by the Legislature 
have shown that of the $240,593,596 paying capital above men- 
tioned, $78,148,874 is pure “water,” and of the non-paying, $70,- 
000,000. 

In the absence of any calamity which shall again plunge our 
State and Nation into indebtedness, it is evident that railroad obli- 
gations must in the near future become a leading investment for 
even trust funds; but before these securities are thrown open to 
Savings-bank investments, legislation should precede, rendering ac- 
cessible to investors the data from which to determine their value. 

First—The State should so regulate the reception of deposits as 
to confine these institutions to the poorer classes. I do not mean 
the poverty stricken, but that great portion of our people whose 
daily support depends upon daily labor, who dwell along the border 
line where useful, independent citizenship commingles with depend- 
ence that in various forms taxes the resources of Government— 
the missionary field where the Government, by proper inducement 
and facilities, may successfully rescue from mendicity and crime. 

Second.—By limiting investment to the best securities depositors 
should be guaranteed against loss. 

Third—By relieving Savings banks from the burden of taxation 
depositors should be insured a certain, though small, dividend. 

Theoretically, every individual, and all property of whatsoever 
kind or description, enjoying the protection and fostering care of 
the Government, ought to bear a just proportion of the taxation 
necessary to support the Government. 

The determination of that just proportion, and the just applica- 
tion of the principles of taxation—in themselves simple and elemen- 
tary—to the various kinds of property, and the complicated and 
multitudinous interests of mankind involves a labor beset with diffi- 
culty, and which at best can be but approximately performed. 

Formulating a law presents less of difficulty than its enforcement. 
Individuals and localities, alike selfish, ever have, and ever will 
strive to and measurably succeed in avoiding their proper share of 
taxation, by easy concealment and ingenious evasions. Banks alone 
are the exception. With the publicity constantly given their trans- 
ee they become a target upon which every tax gatherer scores 
a bull’s eye. 

The object of taxation is to support the Government. The ob- 
ject of Government is to furnish an instrumentality through which 
public opinion can assert itself to enable the community, receiv- 
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ing the submission and support of each individual member, to ex- 
tend protection and proper care to every individual, define their 
respective rights and redress their respective wrongs. Blackstone , 
says: “The only true and natural foundations of society are the 
wants and the fears of individuals.” And adds, “that the three great 
requisites of Government are wisdom, goodness and power.” W7s- 
dom to discern the real interest of the community; goodness to en- 
deavor always to pursue that real interest; and strength or ower 
to carry this knowledge or intention into action. 

The proper functions of Government are remedial as well as puni- 
tive. The jfower is represented by our constabulary, our militia, 
and our places of incarceration, and annually does the State take 
millions from the pockets of the taxpayers and expend them in 
protecting society from the incursions of its evil element. 

The wzsdom of Government easily discerned that economy and 
philanthropy alike demanded that goodness should precede a resort 
to power by first providing every aid and every inducement to good 
citizenship; and the benevolence, charity and conscience of the 
country has responded and assisted in providing eleemosynary and 
educational institutions and places of public worship. Recognizing 
in religion and the teachings of Christianity its strongest and best 
ally in conserving public morals and insuring good citizenship, the 
several States have exempted from taxation all church property and 
the property of kindred charities and benevolence. 

Believing that education is the only guaranty of the intelligent 
exercise of the rights of citizenship and of the maintenance of 
Republican institutions, the several States exempt from _ taxation 
school property, both real and endowment, and in addition take 
from their citizens and annually expend many millions to educate 
their children, and in instances reaching into the family and dis- 
turbing parental government, declare that children shall avail 
themselves of these privileges and acquire such education as shall 
enable them in after life to become good citizens, care for them- 
selves and become supports to the Government instead of depend- 
ents upon it. Does not public economy and public morality just 
as imperatively demand that citizens be taught to acquire habits of 
economy, thrift and enterprise? and that the laboring man be en- 
couraged to so invest his savings—be they never so small—that 
they will supplement his daily labor in providing for himself and 
family ? 

To accomplish this benevolent purpose Savings institutions were 
conceived and created, affording the poorer classes, whose habits of 
life and knowledge of affairs preclude the possibility of their mak- 
ing wise and safe investments in their own behalf, to aggregate 
and «invest their savings in some place of safety, easily available in 
case of want, and thus protect themselves, and at the same time 
protect the public, from claims that must otherwise be made upon it. 

They not only do this, but they afford to our cities towns and 
villazes a customer for their securities, and to real estate owners a 
desirable creditor from whom to effect loans. 

It has been well said that “taxation diffuses itself, and by laws 
which it is beyond the power of man to contravene, though he 
may make the diffusion for a time unequal.” 

The relation subsisting between all enterprises based upon capital 
is so intimate, the sympathy so close, that any cause that serves 
to depress or appreciate one by natural laws, ultimately extends its 
influence to all. However unjust or unequal the assessment may 
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be, as to parties immediately affected, this unwritten law, that defies 
parliaments and kings, is constantly enforcing equalizaion. How true 
this is in reference to the subject of discussion. Whatever tax you 
may exact from Savings banks, with added volume, must be ex- 
pended in aid of that class for whose benefit these institutions are 
created. 

Analyzing the tax levy, and noting the vast sums annually drawn 
from the public for purposes of education, for the suppression of 
crime and for the alleviation of suffering and want in various forms 
—exceeding $22,000,000 in the State of New York alone—can one 
doubt the economy of adding to moral and intellectnal training that 
of self-dependence and self-support ? 

Why should such institutions be taxed? They are managed by 
trustees who are managed by trustees who are allowed no pecuniary 
interest in their management, and are held to the most stringent 
accountability for their trust. 

The law leaves them but one motive in becoming trustees—a de- 
sire to help their fellow-men. 

‘Tis not a question of taxing vast amounts of capital, but a ques- 
tion of taxing about three million depositors, living throughout the 
Union. How far do they escape taxation? Their real estate is 
taxed; the real estate upon which they hold mortgages is taxed. 
Whatever equities may exist between the mortgagor and mort- 
gagee as to who should pay the tax, the fact remains that the 
mortgagor does pay it, and human ingenuity cannot devise a reason 
why it should be twice taxed. 

United States bonds are exempt from taxation. Yet it is within 
the power of a State to impose a franchise tax upon Savings banks, 
and thus indirectly tax these bonds; but to do so is a very unjust 
discrimination. The available fund which is kept on deposit with 
banks or bankers, or loaned to them upon collaterals, pay the Gov- 
ernment tax of one-half per cent. The General Government im- 
poses a tax of one-half per cent. on all deposits exceeding $2,000, 
permitting a deduction of United States bonds held. 

All citizens are allowed an exemption from taxation, usually an 
amount equal to the value of property exempt from execution. In 
New York it would range from $250 up, depending upon the value 
of the articles specifically exempted. 

Because a man’s all happens to be in a Savings bank should he 
be deprived of the usual exemption ? 

The different items of assets above mentioned, as taxed in one 
form or another, or exempt from taxation by United States law, 
constitute sixty-two and one-half per cent. of the total resources 
of our Savings banks. And yet, in addition to this, nearly every 
State imposes a tax on deposits, ranging from one-quarter to one 
per cent. 

A tax would reduce the surplus, lessen dividends, discourage de- 
posits, impair the usefulness of these institutions, and injure the 
public far beyond the measure of the tax received. 

Security is the fundamental principle. Limited deposits, restricted 
investments, immunity from taxation, economical management, con- 
servative dividends, insure security. 

Security for the principle first, and security that the dividend, 
small though it be, will follow. 

History shows that no Savings banks resting upon that founda- 
tion have fallen—Address of Hon. A. B. Hepburn, Bank Superin- 
tendent, before the recent Bankers’ Convention. 
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CONDITION OF THE VERMONT SAVINGS BANKS, 


The Inspector of Finance has presented his report to the Legis- 
lature, sh@wing the condition of the Savings banks in the State for 
the year ending June 30, 1882. The most important features in this 
document we shall now lay before our readers. 


The whole number of deposi:ors in all the Savings banks and trust 
companies in this State was 42,583, an increase during the past year 
of 4204, and 7714 more than two years ago. 

There was to the credit of such depositors on the thirtieth day of 
June last, $12,675,269.71I—an increase in amount of deposits during 
the year of $2,015,784.59, and an increase in the two years of 
3 3,599,955-32- 

Of the amount of deposits now in all the Savings banks and trust 
comranies $10,221,178.52 belongs to depositors living in this State 
and $2,454,091.19 to non-residents. 

The average amount to the credit of each depositor is $ 297.66— 
an increase in average amount of $19.92, as compared with one year 
ago. 
eThe reports show that there was 27,996 under $250 depositors, 
whose deposits amounted to $2,188,656.44 and an average to each of 
$78.10—a decrease in average amount of $2.08 during the year. The 
14,587 large depositors (over $250) had to their credit $10,486,613.27 
—an average to each of $718.90 and a decrease for the year in aver- 
age amount of $8.52. 

There were 373 depositors having to their credit over $2000 each; 
211 of such deposits were in the six trust companies, which are 
not restricted by law in the amount of deposits they may receive 
from any one person, while the strictly Savings institutions are pro- 
hibited from receiving and paying interest upon over that amount to 
any one person, except to widows, orphans, executors, etc., as provided 
by section three thousand five hundred and seventy-three revised 
laws. 

Since the close of the year the Inspector says he has made a 
special inquiry in regard to this class of deposits, and in the 
strictly Savings banks, in nearly every case, what are not the de- 
posits allowed by law have accumulated to exceed the limit al- 
lowed by law ($2000) by the addition of the semi-annual interest, 
on the thirtieth day of June last; and it was found to be the 
general custom among the officers of the Savings banks to cause 
payment of such excess during the month following the semi- 
annual period, and in no case did he learn that interest had been 
allowed on such excess since the law became operative. 

He thinks it would be wise for the Legislature, at its coming 
session, to reduce the amount allowed to the credit of any one 
individual depositor, to draw interest to $1500; and make it un- 
lawful hereafter for any Savings-bank officer directly or indirectly 
to receive or hold from any one person a deposit or deposits in 
excess of $1500 under a heavy penalty, except in certain cases, 
similar to what is now allowed by law. It might be wise to allow 
such deposits when known to be from worthy persons, to be in- 
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creased by semi-annual dividends only, until they amount to 

2000. 

. Such a restriction would draw out from the Savings banks 
quite an amount of their surplus money, which they were never 
created to have the care of, and leave them for the benefit and 
use of a class in every community who have but little money 
and no capacity for caring for it. He had reason to believe that 
the Treasurers of the more conservative and best managed banks 
would be glad of such a change in the law. It was true that dis- 
cretionary power is now given to trustees “to refuse any deposit, 
at their discretion, and they may also at any time return all or 
any part of any deposit,” and in one or two cases all deposits in 
excess of $1500 have been returned to their owners, but, as a rule, 
the $2000 limit is considered by bank officers the line to which 
deposits are allowed to be made or to accumulate to. Most of 
the Savings banks, however, have not knowingly allowed deposits 
to be made from moneyed men, or for the purpose of avoiding tax-~ 
ation, while others less discreet have, he fears, allowed, and in 
some instances encouraged, large deposits from parties not en- 
titled to their protection. Such depositors, with some worthy ex- 
ceptions, possess sufficient ability to invest and care for their own 
money as well as the Trustees of our Savings banks can for 
them, and should not be allowed to keep in or crowd their funds 
upon the Savings bank to the detriment, as it nearly always is, 
of the smaller and more deserving class of Savings-bank bene- 
ficiaries, for whose benefit our Savings institutions were chartered, 
and for whom they should be closely guarded by the Legisla- 
ture. 

Small and deserving depositors should not be made to suffer by 
increased taxation upon their deposits, but stringent laws should 
be passed to prevent deposits of capable and undeserving persons 
being received into our Savings banks or trust companies. 

The reports show that theré has *been credited to depositors’ 
accounts for the past year for interest on deposits and as divi- 
dends to stockholders in trust companies, $382,821.05—an increase 
of $30,849.71 over last year. The foregoing does not include in 
either year the amount paid out by the six trust companies, to 
their depositors as interest, only the dividends paid by four 
of their number to stockholders. The State Trust Company of Rut- 
land and the St. Albans Trust Company did not pay dividends to 
their stockholders during the year ending June 30, 1882. 

The rate per cent. of dividends paid depositors in the sixteen 
Savings banks is a fraction less than last year—seven paying four 
per cent.; five, four and one-half per cent.; and four, five per cent., 
which latter rate is the highest allowed by law. 

The per-cent. dividends which several of the Savings banks have 
in the past been able to pay must necessarily decrease each year, 
as the bonds and securities now owned by the banks, bearing a 
high, rate of interest, mature and are replaced by those bearing a 
very much lower rate, as is now the case with nearly all first- 
class securities offered or obtainable. It is to be feared that the 
officers of our various institutions will not soon enough realize 
this fact and reduce the per-cent. dividends in anticipation of 
what they will sooner or later be compelled to do. 

In his judgment, a few of the banks, both last year and the 
present, while not perhaps transgressing the letter of the law, paid 
too-large dividends, and more than they can in future do with 
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safety. The Trustees of such banks should give this matter seri- 
ous attention, and there should be no strife between any of the 
banks in regard to dividends or deposits, but, on the contrary, a 
desire to build up sound and safe institutions should be _ upper- 
most in the minds and actions of the Trustees and officers of our 
Savings institutions. More or less losses and depreciations are al- 
most inevitable, and premiums on bonds as they approach maturity 
vanish. It is, therefore, very important that provisions for such 
events be anticipated by not too large dividends and by retaining a 
reasonable surplus te meet such contingencies. He recommends that 
the least amount now. required by law to be set aside each six 
months as a surplus fund be increased from one-eighth to one-quar- 
ter of one per cent. of the amount of deposits. 

The present undivided earnings, interest and surplus, held by all 
the banks, amount to $439,624.21, and is $105,695.41 larger than last 
year. But in some cases, owing to a change by law in the day of 
making returns from July I to Re 30, the last six months’ dividend 
had not been taken from undivided profits on the 30th of June. 
And in some cases premiums on bonds had been allowed to enter 
into the reports to swell resources and thereby increase accumula- 
tions. 

There has been an increase as compared with one year ago in the 
amount loaned on mortgage security in this State of $118,197.93, and 
on real estate security out of the State, $948,738.54. Loans on per- 
sonal security are $525,964.72 greater than last year, and loans to 
towns, villages, etc., are $37,685.71 in excess of last year; and loans 
on bank stocks $69,712.03 larger. 

There is $61,645.02 less invested in real estate, acquired by quit- 
claim deed or foreclosure, and nearly the same amount invested in 
United States bonds as a year ago. The amount now invested in a 
very good class, generally, of State, city, county, town, village, etc., 
bonds is now $2,425,804.00; an increase during the year of $ 436,472.99. 
In National-bank stocks there fs now owned what has cost the respect- 
ive banks $ 321,514.50; an increase over a year ago of $27,827.00. The 
items comprising miscellaneous assets can be ascertained by examin- 
ation of the detailed reports. The amount of cash on hand and on 
deposit in bank June 30, 1882, was the large sum of $710,514.45, 
which is about one-eighteenth part of the whole deposits in all the 
banks, and altogether too large a sum to remain idle, or draw a very 
low rate of interest, to the detriment of the older and smaller class 
of depositors. 

The six trust companies have a capital of $450,c0o0, the same as 
one year ago, and their deposits, June 30, 1882, amounted to 
$ 2,836,113.04 an increase during the year of $783,235.28, which 
amount is over one-third of the whole increase in deposit in the 
twenty-two Savings banks and trust companies for the year. 

As stated in his report to the Legislature of 1880, the trust com- 
panies are not subject to the general law under which the Savings 
banks act, except so far as it relates to making annual reports, the 
giving of bonds by their Treasurers, and other minor matters; their 
officers are not required to be sworn for a faithful performance of 
duty; the amount of deposits that they may receive from any one 
individual is not limited by law; and the reports show that 
$ 627,933.78 of the total amount of $993,223.27 of over $2000 de- 
posits are held by the six trust companies. It seems to him that 
a general law should be passed under whch they should uniformly 
act, or the present law so amended as to bring them under more 
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of the provisions of the general Savings-bank law, as by the people 
at large they are considered very much of the same character as 
our Savings banks, but they are not amenable to the same law to 
~ great extent. 

here has been a large increase ($948,738.54) in the amount of 
loans on real estate security outside the State during the past 
year, mostly in Western States, and on similar security within the 
State only $118,197.93 increase has been made. There is at the 
present time but little demand for first-class mortgage-loans in 
this State, and that class of loans are also being rapidly reduced 
and paid off, and with the constantly-increasing deposits, invest- 
ments have to made outside the State. From such information as 
he was able to obtain from the officers of banks making such loans, 
they have proved as safe as those made on real estate in Ver- 
mont, and the per-cent. losses not now larger than upon similar 
loans in the State. 

The greatest care should be taken by the banks in selecting 
their agents, necessary for such business, and no loans should be 
made in his judgment, as our law now is, until the application and 
papers have all been before the Trustees, or a committee of their 
board, and approved and accepted, according to law, before the 
money is paid over. From what can be learned, it is his opinion 
that such agents now employed by several of the Vermont banks 
are responsible and reliable parties; but the practice of placing 
money in their hands on deposit for investment he does not con- 
sider as warranted by the present law; and if necessary so to do 
in making such loans, which the law authorizes, the Legislature 
should take the responsibility by legalizing it, and not the officers of 
our Savings banks. Some of the banks have loans upon, and have 
invested in, securities, unwittingly in some instances, not authorized 
by law, as he interprets it, and still they are not perhaps any more 
hazardous than securities authorized, and were no doubt taken in 
good faith and quite likely will prove well, but the practice should 
not be continued. 

The investment of deposits in safe and paying loans and securi- 
ties is becoming a matter of great anxiety to the Savings-bank 
officers and it should be a matter to which they should give the 
greatest care and attention, and upon which they should act with 
caution, as it is the most important duty that they have to per- 
form. 

As to the whole matter of investment of such funds it seems 
to him that the Legislature should give its attention, and enlarge 
or restrict the kind of investments allowable, as in its wisdom it 
shall seem safe and best to do. 

In his report to the Legislature of 1880 the attention of that 
body was called to the practice in some of the Savings banks and 
trust companies of making excessively large loans to one individual 
or firm, or upon one class of securities; and also to the fact that 
no restriction is made by law upon the amount that any one loan 
shall be confined to, or any authority vested in the inspector of 
finance to require collection of such loan if found, when known by 
him to be too large and questionable as to security. 

Some limitation, based upon the amount of deposits held, should 
be made by the Legislature above which neither Savings bank nor 
trust company should be allowed to loan to any one person or firm, 
and full authority should be given the inspector to enforce com- 
pliance with such law. 
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But small losses have been made and charged off as worthless 
during the past year, and nearly all that have accrued have come 
from over-loans on real estate and the sale of the same acquired by 
foreclosure. 

The six trust companies it will be seen have continued to pay a 
tax as heretofore to the United States Government of one-half of 
one per cent. annually upon their deposits; and the Farmers and 
Mechanics’ of Burlington, the Montpelier Trust Company and the 
State Trust Company of Rutland have each also paid the State tax 
on their deposits, the same as the sixteen Savings banks, amount- 
ing to $6,856.65 for the year. 

The other three trust companies have not become liable to the 
State for the direct tax, and their deposits have not therefore by 
law been exempt from regular State and local taxation. The State 
Treasurer received from the Savings banks during the year, includ- 
ing the above amount from the three trust companies, under the 
direct-tax law $53,681.12, and that officer distributed to towns, 
$ 42,760.36, leaving in the Treasury of the State from non-resident 
deposits $10,920.76 for the use of the State. There was $11,422.80 
more collected from the direct tax than last year, and only 
$452.83 more left in the Treasury from the tax on non-resident 
deposits. It seems to him that the whole proceeds of this tax 
from deposits should remain in the State Treasury, for the use of 
the State; in which case every town would then more equitably 
participate in its benefits by the reduction of the amount of State 
tax that it would otherwise be necessary to raise. 





ae 


THE MYSTERIES OF METALS. 


The changes which are wrought in iron and steel by converting 
annealing, and hardening processes are far from being understood by 
the most advanced metallurgists of the present day. The mysteries 
of hydrogen gas and its intimate relations with iron are as much a 
puzzle as they were fifty years ago, and the theory advanced by Gra- 
ham that hydrogen itself is a metal is still maintained by many chem- 
ists. It is only a few years since that absolutely pure iron bécame 
known to scientists; and it is now shown to be a iuetal almost as 
“unstable as water,” and still found in the laboratory as a great 
curiosity. What had previously been known as pure iron was shown 
by Jacobi to be a compound of iron and hydrogen. He first sep- 
arated the two so-called elements. During the process the iron 
increased in volume, changed from a dark to a silver white sub- 
stance, very ductile, and so soft as to be nearly as readily cut as lead. 
The experiment proved that hydrogen played an important part in 
hardening and tempering steel—as much so as carbon—but how or 
why none know to this day. It is found that much more difficulty 
is found in rolling, and otherwise manipulating, gold in a factory 
where much electricity is generated by the action of the machinery 
than in a room where no machinery is in operation, and where, con- 
sequently, frictional electricity is absent. This trouble is manifested 
in a disposition of the edges of the plates of thin bars to crack. 
Many other peculiarities, already known, might be mentioned, and 
there is no doubt that closer observation will still largely increase 
the number of curious and as yet inexplicable phenomena connected 
with the working and general characteristics of the metals, both 
useful and precious.—J/inzng and Sctentific Press. 
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CURRENT EVENTS AND COMMENTS. 


HOW FARMERS ARE RUINED, 


In an interesting letter recently published in the New York Her- 
ald respecting the stock raising of the country, the author went 
out of his way to introduce for comparison the prices of farm 
produce and stock, as found in a paper published in the interior 
of the State of New York in 1816, and the prices of same at the 
present time, the purpose being to show how the railroads and 
manufacturing monopolies have crushed the farmer. The figures are 
so suggestive that we copy them: . 


1816, 1882, 
Wheat was then from...... oe Ch: 2 a $1 42 
GE ee ee 12% to 20 60 
ie eed bina aa ealeeke 15 60 
Eggs, per dozen...... err 5 15 
Barley, per bushel.......... 25 80 
Butter, per pound.......... 5 to 12 40 
Cheese, per pound......... 3. «to 6 13 
Cows, per head....... seees $1000 tO $2000 2000 tO 100 00 
Cattle, per yoke............ 2§ 00 tO 4§ 00 100 00 «€6tO) 6250 00 
. Sf eee 3.00 «to 5 00 1000) 6tO0)=—- 20 00 
ee eee 200 to 4 00 700 to 1600 
Carriage horses, per span.. 15000 tO 20000 .. 50000 _ t0 1200 00 
Sheep, per head... .....ces. 50._—=s«&to . a 150 to 2 50 
Farm labor, per month.... 3.00 to 8 co .. 1200 tO 25 co 


Formerly, and, indeed, nearly to the date that American manu- 
facturers assumed an importance, the farmer was obliged to exchange 
his produce for store goods at very high prices, cash being almost 
out of the question. The following prices in 1816 and in 1882 for 
a few manufactured goods and other merchandise purchased by the 
farmer indicate the great change in favor of the agricultural classes 
and other consumers during the interval : 


1816, 1882. 
Cost of steel, per pound.... 10 
Sawplate, per pound....... 4O .. 26 
Nails, per pound........... 12% .. 4 
Broadcloth, per yard....... $1600 .. $4 0O 
Woolen blankets, per pair.. $10 0c to 2000 .. $300 to 1000 
Cotton cloth, per yard..... 30.~=o to . os 4 to 12 
Calico, per yard........0. 25 to ee 4 to 15 
Salt, per bushel.......... ‘ I oo to 4@O és 15 to 25 


That is to say, the average increase in the price of farm produce 
during the last sixty-six years has been from 300 to 400 per cent., 
while the average decrease of the price of manufactured goods during 
the same period has been from 200 to 4oo per cent. All of which 
is due to the grasping railroads and the introduction of diversified 
industries engaged in manufactures and fostered by a _ protective 
tariff. 

CANADIAN FORESTS. 


The geographical distribution of the forest trees of Canada is 
shown in a pamphlet recently issued in the Dominion, compiled 
from the geological survey of Canada and other works. The north- 
ernmost timber tree is the spruce, the northern limits of trees 
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being determined by the temperatures at which their seeds will 
ripen. The chestnut and black walnut scarcely touch the Dominion 
line, and timber from those sources is exhausted practically in 
Canada. The white pine is becoming scarce in many parts of the 
country. The white elm and ash-leaved maple alone hold a con- 
tinuous line through Canada to the Rocky Mountains. The trees 
stop short or change their course to the south when the prairie 
region west of Lake Winnipeg is reached. On a map the lines in- 
dicating the presence of the various trees take interesting directions. 
The supposed timber wealth of Canada has been exaggerated, and 
the renewal of forests is a subject attracting the earnest attention 
of the Dominion authorities. 


TAXATION OF TOBACCO IN FRANCE, 


The revenue derived from the sale of tobacco in France now 
amounts to more than £10,000,000, Tobacco was first taxed as an 
article of consumption in France in 1621, but half a century later 
the exclusive privilege of manufacturing and selling tobacco was 
assumed by the State, which made it over to the farmers-general, 
who paid as much as £1,280,000 per annum at the outbreak of the 
Revolution, when the exclusive privileges of the State were abol- 
ished and the manufacture and sale of tobacco made free. The tax 
imposed upon tobacco fell in the course of twenty years to as little 
as £ 520,000, and Napoleon revived the monopoly of the State, 
which still subsists just as it was in the year 1810. Since that time 
the revenue has steadily risen, reaching £5,000,0co in 1852, £ 7,000,- 
ooo in 1862 and £ 10,000,000 in 1872. The quantity of tobacco con- 
sumed is reckoned at 33,000 tons per annum for the last five years, 
or rather more than treble what it was half a century ago. 


THE SAHARA INLAND SEA, 


The French Government have recently bestowed greater attention 
upon the project, which has been before the public for several 
years, of connecting the depression of Rharsa and Melrirh, in the 
Northern Sahara, by a sea canal, with the Mediterranean. The 
basin in question, probably a dried-up salt lake, has an elevation 
much lower than the level of the Mediterranean, the depression 
being in some places as much as 165 feet below that level. It is 
proposed to admit the sea-water into this natural basin, which 
covers a surface seventeen times the area of the Lake of Geneva, 
by a canal, starting from the Bay of Gabes, thirty-three feet deep 
and 330 feet wide, of a total length of 150 miles. In order to 
reduce the heavy expense attaching to the construction of such a 
canal, it is to be made at first of smaller dimensions, leaving the 
remaining work to be done by the flow of water. The_ benefits 
which France will derive from such a work are evident. It is ex- 
pected that the canal and the inland sea would favorably change 
the climate of that terribly sterile region, improve French trade 
with Algeria and the Soudan, and confine the hostile irruptions 
of the Sahara tribes. But serious apprehensions are felt as to the 
success of the undertaking, which has been planned by Major 
Rondaire. It is especially teared that, on account of defective cir- 
culation, the process of evaporation would involve a constant in- 
flow from the Mediterranean, which would soon surcharge the new 
inland sea with salty matter, and in that case destroy all existing 
organic life, thus converting it into another Dead Sea. The French 
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Government, in order to arrive at a true solution of the problem, 
have appointed a commission charged with thoroughly investigating 
the question of this inland sea. Its report will be looked forward to 
by all interested in the matter. 


CONSUMPTION OF WOCD IN EUROPE. 


In regard to the forests of Europe and the exhaustion of the 
timber supply there are some significant facts that are deserving of 
notice. Sweden and Norway, which still do a large export trade in 
deals, are now compelled to buy their oak in Poland; and in Russia 
the forests along the shores of the Baltic, in Finland, and in the 
Southern Provinces, are so rapidly thinning that the forest acreage 
of the Empire is now only one in ten. There are about 34,000,000 
acres of forest in Germany (of which twenty millions are in 
Prussia), estimated to be worth $2,500,000,000, and bringing in an 
income of $50,000,000 per annum. The State forests are taken great 
care of in all parts of | Germany; in Prussia alone $500,000 being 
spent every year in replanting. The imports of timber exceed the 
exports by over two million tons. The oak and the beech are the 
kinds of trees which do best in Denmark, but the timber trade of 
that country is very small. Austria and Hungary have upward of 
43,000,000 acres of forest; but in Austria proper the State does not 

ssess more than seven per cent. of the wooded area, as, owing 
to the wasteful policy of the Ministry of Finance from 1855 to 
1872, more than five million acres were sold for sums so far be- 
low their value that there was a popular saying in Vienna, “If you 
want to become rich buy State forests.” The speculation came to 
an end in 1873, but Austria is now obliged to buy most of her 
timber in Bosnia and Montenegro. Servia and Roumania have some 
very fine forests, but Italy, though her forest area extends over 
nearly 14,000,000 acres, does not do much in the way of a timber 
trade, as the roads leading to the forests are so bad that it is 
almost impossible to move the timber when cut. Much the same 
is the case with Spain, which is stated to have 8,500,000 acres of 
forests; while Portugal, which has only a million acres, finds a good 
market for her timber. Sweden and Norway export about § 160,- 
000,000 worth of timber every year, and at this rate their fine 
forests will soon be exhausted; while Russia, where the annual con- 
sumption of timber is put at $180,000,000, exports only $24,000,000 
worth. In Germany, as we have stated, the imports exceed the ex- 
ports; but in Austro-Hungary the latter are, from last estimates, 
$20,000,000 more than the former; while in France the annual im- 
ports are estimated at $44,000,000, and the exports $6,000,000, and 
in Belgium at $8,800,000 and $6,000,000 respectively. England buys 
about $54,000,000 and Holland about $10,000,000 per annum; so 
that the imports into Western Europe may be put at $180,000,000, 
taking one year with another. 


MANUFACTURE OF ALBUMEN IN MOSCOW. 


The albumen, which, as is well-known, is of great importance in 
calico printing for fixing colors, is manufactured in Russia both 
from eggs and from blood. The manufacture of egg albumen in 
the neighborhood of Moscow is carried on in the houses of the coun- 
try people, who bring their product to the town in small quanti- 
ties. Their albumen is generally roughly prepared and of bad ap- 
pearance, and often spoils. But egg albumen is produced on a 
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manufacturing scale in the neighborhood of Korotscha, the largest 
establishment there numbering sixty to seventy workwomen, and has 
used eight millions of eggs, producing about 1500 pud albumen, 
of the value of 60,000 roubles. In the same place there are two 
smaller establishments, one employing twenty to thirty women, and 
treating about two and a-half to three million eggs yearly. Last 
year the production did not come up to the demand, on account of 
the scarcity of eggs, and the price rose from thirty-seven to forty 
roubles per pud in 1879 to fifty-four to fifty-five roubles in 1880. 
The yolks of the eggs are mostly exported to Germany, where they 
are used in the manufacture of gloves. Blood albumen, of good 
quality, is manufactured near St. Petersburg, in an establishment 
quite close to the central slaughter-house, so that the serum is ob- 
tained quite fresh, and is brought at once into the drying-rooms, 
The blood albumen produced in other parts of Russia is not of so 
good a quality as that prepared in St. Petersburg. There are three 
large blood albumen works in Moscow, which are, however, situated 
at some distance from the slaughter-houses. The prices vary a good 
deal—from fifteen to thirty roubles, and even forty roubles, per pud. 
The St. Petersburg brand is sold always five to ten roubles higher 
than the others. St. Petersburg produces yearly 4000, Moscow 
2000, and the other towns about 1300 puds, so that the whole 
production is about 7300 puds. 


RAILROADS IN CHINA. 


China has at last opened her doors to that great enemy of super- 
stition, the railway. It will be remembered that a few years ago an 
experimental road of two-feet gauge was built by a company of Eng- 
lishmen from Shanghai to Woosung, a distance of nine miles, but so 
great was the prejudice of the people against this modern ‘institution 
that it was only allowed to be operated a few weeks when the Govern- 
ment took possession, tore up the track, and sent the rails, locomo- 
tives and cars out of the country. But China is growing more pro- 
gressive, and now we learn from Mr. Chenng Lenng, an officer of the 
Imperial Consular service, who passed through Chicago a few days 
ago, that another railway is about to be undertaken. It is to run 
from Kaiping coal mine to the sea-shore, a distance of about eighty 
miles, and will be built by a Chinese company, assisted by the Gov- 
ernment, which is favorable to the enterprise. Some of the material 
has already arrived from England, and work will be commenced in a 
few months, and Mr. Lenng believes that as soon as the wheels 
on this road commence to move the remaining prejudice against 
railways, which he_ says_ prevails among the lower classes 
only and not among the more intelligent, will pass away, and 
ere long a network of lines will cover the country. Already 
a great line to extend across the Empire is being talked of. 
The telegraph has for some time been established, and is extended 
through northern China, but it has been discovered that without 
railways it is difficult to repair the telegraph lines and to make 
the most of them. The road now under way is intended chiefly 
for the transportation of coal, though a general freight and passen- 
ger business will doubtless spring up and grow. The material and 
equipment for the new road will be of English manufacture, but 
American enterprise will certainly not permit the enormous field 
which China is destined to afford to be monopolized by our Eng- 
lish brethren.—Aazlway Age. 
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ADMINISTRATOR’S LIABILITY FOR LOSS OF TRUST 
FUNDS BY BANK FAILURE. 


WISCONSIN SUPREME COURT. 
Werlltams v. Wllzams. 


Where an administrator makes a general deposit in his own individual name 
of funds of the estate in a bank which fails while holding such deposit, the loss 
is his own, and not that of the estate: and this though he has no other funds 
in such bank, and informs its officers, at the time of making the deposit that 
the funds are held by him in trust. 


Appeal from a judgment of a Circuit Court affirming an order or 
judgment of a County Court, disallowing a credit of an administrator 
and holding him to an accountability for moneys belonging to an 
estate and which had come into his hands. The moneys in question 
he had deposited in a bank, taking in his own name a certificate of 
deposit for the amount. At the time he made the deposit he in- 
formed the teller of the bank that the amount was trust funds but 
gave no further information or direction. The deposit was placed to 
the individual credit of the depositor on the books of the bank and 
remained there until the bank became insolvent and worthless. The 
bank at the time the deposit was made was in good repute and be- 
lieved to be solvent. The administrator appellant. 

CassoDAy, J. The very small portion of the argument heard, and 
a hasty reading of the printed briefs, strongly impressed the writer 
with the justice and equity of the appellant’s theory; but my breth- 
ren, who heard all the arguments, are clearly of the opinion that 
the findings of the Circuit Court are in accordance with the evi- 
dence, and that the law applicable thereto rigidly holds the adminis- 
trator accountable for the amount of the deposit in question. A very 
careful examination of the authorities induces me to acquiesce in 
their judgment. Undoubtedly the general rule is that trustees 
are liable only for good faith and common prudence, and that if a 


loss happens to a trust fund, in relation to which they have exhib- - 


ited this care and prudence, they may be allowed for the loss in 
their accounts. This is abundantly shown by the authorities cited by 
the able counsel for the appellant. But here the trust fund was not 
left with the bank for saie-keeping, and to be preserved in kind as 
a special deposit, but as a deposit to the credit of the depositor, and 
the amount of which was “payable to the order” of the depositor 
“2n currency on the. return of” the “certificate properly indorsed.” 
Thus it is plain that the identical money deposited was not to be 
returned, but the amount of it was to be paid “in currency” on 
presentation of the certificate properly indorsed. In other words, the 
depositor parted with the money for the general use of the bank, 
and took from the latter its obligation to repay a like amount in 
currency when required as stated. The authorities seem to hold, 
and it would probably be conceded, that the cestz: gue ¢rust of this 
fund could have held the bank liable as against the personal repre- 
sentatives, creditors, or legatees of the depositor. But the question 
here is whether the depositor is released from liability to his cestuz 
gue trust by reason of such deposit, and the subsequent failure of 
the bank? 
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The earliest case cited is Knight v. Lord Plymouth, 3 Atkyns, 480; 
S. C., 1 Dickens 120, decided by Lord Chancellor Hardwicke in 1747, 
where it was held that “where a receiver pay money to a trades- 
man, and takes bills for the sum, if he was in credit at the time, 
though he fails soon after, it shall not affect the receiver.” It does 
not appear from the report of that case whether the deposit was 
made by the receiver as recetver or as an individual. 

In Wren v. Kirton, 11 Ves. Jr. 377, Lord Chancellor Eldon, said: 
“In Knight v. Lord Plymouth, 1 apprehend, the deposit with the coun- 
try banker was to the account of the receiver as recezver ; not to his 
individual account.” And subsequently, in the same case, he said: “I 
should not much fear to contradict that case of Kuzght v. Lord 
Plymouth, upon what has been done by later authorities, if it is as 
represented; for nothing is more dangerous. . . . If he goes toa 
responsible banker, and gets a bill upon a responsible house in Lon- 
don in his favor as recezver, that bill, so ear-marked, would be spe- 
cific assets to the credit of the trust property.” And so in the case 
last cited, he held the “receiver charged with a loss by the failure 
of the banker; having made the remittances to his own credit and 
use, and not to a separate account for the trust.” The same rule 
was followed by Lord Chancellor Brougham in Sa/way v. Salway, 2 
Russ. and Myl. 215, subsequently affirmed by the House of Lords, id. 
751. See White v. Baugh, 3 C. and F. 44. It is true that AXwnzgh? v. 
Lord Plymouth has frequently been referred to in other cases with- 
out such discrimination (Routh v. Howell, 3 Ves. Jr. 566; Lovell v. 
Minot, 20 Pick. 119; U. S. v. Thomas, 15 Wall. 343; Seawell v. 
Greenway, 22 Texas, 697); but the distinction thus made by Lords 
Eldon and Brougham seems to be well supported by authority. 
See Massey v. Bonner, 4 Mad. 413; Tebd v. Carpenter, 1 id. 290; 
Matthews v. Brise, 6 Beav. 239. 

In holding the trustee liable in the last case cited, the learned 
master of the rolls lays stress on the fact that the exchequer bills 
“remained undistinguished” as trust property in the hands of the 
broker, and indicates that if he would have escaped liability he should 
have distinguished them as such trust property. To the same effect 
is Massey v. Bonner, 1 Jacob and W. 248, where Lord Eldon said: 
“If an assignee pays money into his banker’s hands as money be- 
.longing to the estate, and the banker fails, the assignee is undoubt- 
edly clear from the loss; but if instead of distinguishing it, he pays it 
all into his own account, then it is his account there; there is 
nothing like a declaration of trust of it, and it is familiar to con- 
sider him as having it in the banker’s hands for himself, making 
him liable for it, etc. . . . I cannot doubt that this principle has 
been acted on with trustees and executors, who are equally gratuit- 
ous agents with this defendant.” 

In Robinson v. Ward, 2 Car. and Payne, 60 Abbott, C. J. (Lord 
Tenterden ), speaking of the method by which the agent might have 
escaped liability, said: “The defendant should have paid this money 
into a banker’s hands by opening a new account in his own name, 
‘for the credit of Robinson’s estate,’ and so ear-mark the money as 
belonging to that estate; then it would have been kept separate.” 
See also Wacdounell v. Harding, 7 Simon 178; Hammon v. Cottle, 6 
Serg. and R. 290; Cartwell v. Allard, 7 Bush 482; Lartlett v. Hamil- 
ton, 46 Me. 435. 

In Norris v. Hero, 22 La. Ann. 605, it was held that “an agent 
who, when it becomes his duty to deposit in bank the moneys 
of his principal, fails to make the deposit in the name of his 
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principal, becomes personally liable for the amount. In such a 
case the agent will not be permitted to urge the failure of the 
bank after the deposit was made, and throw the loss on the princi- 
pal.” To the same effect is Mason v. Whithorne, 2 Coldwell ( Tenn.) 
242. The rule would seem to be imperative that “an administrator 
or trustee, who deposits trust funds in his own name in a bank or 
other institution, which fails, the loss will fall upon him.” Common- 
wealth v. McAlister, 28 Penn St. 480; S. C., 30 id. 536. In the 
opinion of the Court in the last case, Porter, J., said: “If he (the 
trusteé) undertakes to make a deposit in a banking institution, the 
entry must go down on the books of the institution, in such terms 
as not to be misunderstood, that they are the funds of the specific 
trust to which they belong. He cannot so enter them as to call 
them his own to-day, if they are good, and to-morrow, if bad, 
ascribe them to the estate, or shift them in an emergency from 
one estate to another; or by the deposit secure the discount of his 
own note, and have the deposit snatched at by the bank, if the 
note be not paid, or attached by a creditor as the depositor’s indi- 
vidual property. No matter what he intends to do, or what 
the cashier or clerk may think he is doing, the deposit must wear 
the impress of the trust, or he cannot, when brought to account, call 
it trust property.” See Baskin v. Baskin, 4 Lansing 90. 

Following in the line of the English cases, it was held in /exkzns 
v. Walter, 8 Gill & J. 218, that “where a guardian had received a 
sum of money belonging to his ward, and on the day of its receipt 
had deposited it in a banking institution, then in good credit, but 
which subsequently failed, and taken a certificate therefor payable 
to himself or order, the loss resulting from the failure of the bank 
should fall upon him, though on the day of the deposit, by indorse- 
ment on the certificate, he declared it to be the property of his 
ward, and placed in bank for his benefit.” So, Mr. Perry, on the 
strength of some of the English cases cited, says: “If money is 
to be transmitted to a distant place, a trustee may do so through 
the medium of a responsible bank, or he may take bills from per- 
sons of undoubted credit, payable at the place where the money 
is to be sent; but the bills must be taken by him as ¢rustee. If he 
neglects these precautions he will be responsible for any loss.” Sec- 
tion 406. 

It is true that in some of the cases cited the trustee had at 
the time of making the deposit a credit to his individual account 
at the bank, and such deposit was credited to him individually in 
the same account. But the test is not so much the keeping of a 
separate account at the bank, as it is the parting with, and hence 
the losing of, the identity of the trust fund, and having, in lieu 
thereof no obligation, contract, or account upon which is impressed 
the equitable ownership of the trust. Had this administrator re- 
tained these moneys in his own possession, and mingled them with 
his own funds so as to lose their identity, and the whole had been 
lost without his fault, yet we apprehend he would have been liable. 
Shoemaker v. Hinze, 10 N. W. Rep. 86. Here the fact that he de- 
livered the moneys to the bank, and thus allowed them to be 
mingled with other funds, destroyed their «identity as completely as 
though he had first mingled them with an equal amount of his 
own moneys, and then mgemies the whole in bulk. The deposit 
therefore put an end to the identity of the funds deposited, and 
the certificate was simply an agreement, taken in exchange for the 
money, to repay a like amount in currency upon the conditions 
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named. Beyond question the certificate was negotiable. XK/auber v. 
Biggerstaf, 47 Wis. 551. To all appearances it was the individual 
property of the depositor, and not of the estate which he repre- 
sented, and there was. nothing on the books of the bank to indi- 
cate the contrary. It stood therefore precisely the same as though 
he had loaned the money to an individual at the time supposed 
to be responsible, and taken his negotiable note therefor without 
interest, payable on demand “in currency” to the order of him- 
self. The making of the deposit, and taking the certificate to him- 
self individually, was therefore not only an extinguishment of the 
identity of the money, but an appropriation of it, in law, to his 
own personal use. This being so, shall the rule be established by 
this court that administrators, executors, trustees, and guardians may 
insist upon settling their accounts by tendering such notes or cer- 
tificates in lieu of cash, however worthless may be the makers or 
the bank at the time of settlement? The question is important, and 
the answer vast in its consequences. To hold the administrator 
answerable in this case is undoubtedly a great hardship, but to ex- 
onerate him from liability is to encourage the mismanagement of 
trust funds, and to open the door to frauds innumerable against 
those whose age and weakness entitle them to the most rigid pro- 
tection of the law. The rule therefore should not be slackened, 
even if the question were a new one, much less in view of the 
authorities cited. It may be said that the remarks of Mr. Justice 
Paine in School-district v. Zink, 25 Wis. 636, to the effect that the 
mere substitution of a certificate of deposit payable to the holder 
of a check on a bank for the check itself, worked no change what- 
ever in the sfafus or title to the fund in bank, are inconsistent 
with the view we have taken of this case; but in so far as that 
opinion is in conflict with this decision, it must be regarded as 
overruled. 

For the reasons given, the judgment of the Circuit Court is 
affirmed. 





LEGAL MISCELLANY. 


BAILMENT—PLEDGE OF STOCKS—DUTY OF PLEDGEE.—The pledgee 
of stocks, in the absence of a specific agreement to the contrary 
is entitled to a transfer of the stock to his own name. When so 
transferred, the particular shares become indistinguishable from the 
great mass of other stock, and the pledgor has no right to demand 
the return of any particular certificates. It is enough if the pledgee 
have at all times shares sufficient in number to answer the pledgor’s 
demand upon repayment by the pledgor of the loan made to him. 
A share of stock is without ear-marks, and cannot be distinguished 
from other shares of the same corporation and issue. The certifi- 
cates bearing dates and numbers are but evidence of title. Vourse v. 
Prime, 4 Johns, Ch. 490; Allen v. Dykers, 3 Hill 593; Gzlpin v. How- 
ell, 5 Barr 41. U.S. Circ. Ct., E. D. Pennsylvania, Jan. 23, 1882. 
Hubbell v. Drexel. 11 Fed. Rep. 115. 


CORPORATION—SALE OF STOCK INDUCED BY THREAT OF ASSESS- 
MENT.— Where defendant and other directors of a corporation levied 
an assessment upon stock of a corporation, upon which but a small 
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proportion of the par value had been paid, and threatened future 
assessments for the purposes of the corporation, whereby plaintiff 
was induced to sell and transfer his stock; fe/d, that such sale 
was not so tainted with fraud as to render it void. See Dodve v. 
Woolsey, 18 How. 331. U. S. Circ. Ct. S.D. New York, March 21, 
1882. Grant v. Attrill. 11 Fed. Rep. 469. 


NEGOTIABLE INSTRUMENT—NOTE TO SETTLE FRAUDULENT CLAIM 
—HOLDER IN BAD FAITH.—A note given to settle a fraudulent claim, 
one wholly without foundation, and known by both parties to be 
such, under threats of suit, is without consideration and void; and 
cannot be collected by a third party, though purchased before due 
when such party was not only put upon inquiry, but also acted in bad 
faith in buying, he being a general purchaser of the payee’s notes 
and knowing his dishonest methods in obtaining them. Vermont 
Sup. Ct., October Term, 1881. Ormsbee v. Howe. 54 Vt. 182. 





SURETYSHIP—INVALID AGREEMENT TO EXTEND TIME NO RELEASE 
OF SURETY.—By the Maine statutes an agreement to pay interest 
at a greater rate than six per cent. per annum must be in writing. 
Held, that a parol agreement by the principal to pay interest for a 
year at eight per cent. is not a good consideration for an agree- 
ment by the holder of a note with the principal to extend the 
time of payment one year after it became due, and such an agree- 
ment based on such a consideration does tfot discharge a _ surety 
on the note. Berry v. Pullen, 69 Me. to1. Maine Sup. Jud. Ct., 
May 29, 1882. Turner v. Williams, 73 Me. 466. 


DEFENSE TO NEGOTIABLE INSTRUMENT PROCURED BY FRAUD.— 
Usually when the maker of a negotiable promissory note is not 
allowed to avail himself as against third parties holding the note, of 
defenses valid against the payee, it is because negligence is imput- 
able to the maker in the inception of the note. That a third party 
holds a negotiable note for a valuable consideration wiil not of 
itself in an action against the maker deprive such maker of defenses 
valid against the payee. 

‘Hence when A made a negotiable promissory note to B, which 
was fraudulently procured by B, and no negligence was imputable 
to A and suit was brought on the note against A by C, a pur- 
chaser for valuable consideration, but it did not appear that C 
bought the note in the usual course of business or for its full 
face value; Ae/d, that A was entitled against C to use the defenses 
which he could have employed against B. JA/z/lard v. Barton, Rhode 
Island Supreme Court. | 


WHERE the payees of a promissory note obtained it upon a 
promise in writing on their part to deliver to the maker at a 
future time five mowers of different prices and four plows, with a 
positive and predetermined intention entertained and acted upon 
at the time never to deliver such mowers and plows, and sub- 
sequently delivered two of the plows; fHe/d, in an action on the 
note against the makers by an indorsee with knowledge of the 
note against the makers, that the contract of the payees of the note 
was an entirety; that the plaintiff was entitled to recover at the 
agreed price for the two plows furnished, less the damages sus- 
tained by the defendant for a non-delivery of the balance of the 
articles at the contract price. Burrz// v. Stevens. Maine Supreme 
. Judicial Court. 
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NEGOTIABLE INSTRUMENT—INDORSEMENT—NOTE PAYABLE ON 
DEMAND, WITHOUT INTEREST, MUST BE PRESENTED AT ONCE FOR 
PAYMENT.—A promissory note was dated “Beloit, Wisconsin, July 
21, 1874,” and was payable “on demand after date” to the order 
of a firm at a bank named, “with interest, at the rate of ten 
per cent. per annum after maturity.” It was indorsed by the 
payees to the plaintiff. It was presented for payment on the Ist 
and 4th of February, 1878, and payment demanded, which being 
refused, the note, on the 4th of February, was protested for non- 
payment and the indorsers notified. //e/d, that under the laws of 
this State the presentment was not in time to charge the in- 
dorsers. In Merritt v. Todd, 23 N. Y. 28, it was held that a 
promissory note payable on demand, with interest, is a continuing 
security, that the indorser remains liable until an actual demand 
for payment, and that the holder is not chargeable with neg- 
lect for omitting to make such demand within any particular 
time. The rule thus laid down was followed in Pardee v. Fish, 
60 N. Y. 28, as applicable to a certificate of a deposit yable to 
the order of the defendant on the return of the certificate, with 
interest, and he was held liable upon his indorsement notwith- 
standing delay on the part of the holder in presenting the cer- 
tificate for payment. But it is said in Merrztt v. Todd, supra, if 
the security be not on interest it may be a fair exposition of the 
contract to hold that*no time or credit is contemplated by the 
indorser, and that the demand should be made as quickly as the 
law will require upon a check or sight draft. Such a note, pay- 
able at the bank where the maker keeps his funds, will perform 
essentially the office of a check imposing the duty of early pre- 
sentment in order to hold the collateral parties. In Wethey -v. 
Andrews, 3 Hill 582, similar reasoning led to the same conclu- 
sion as. above. Merritt v. Todd introduces an exception to the 
rule made applicable in this State in many earlier cases to the 


‘question of laches in charging indorsers and should not be ex- 


tended. Herrick v. Wolverton, 41 N. Y. 581; Wheeler v. Warner, 
47 id. 519. Within the principle of the general rule which re- 
quires a note payable on demand to be presented within a rea- 
sonable time in order to charge an indorser, and also within the 
rule in Merrztt v. Todd establishing an exception to that rule, 
the delay in the case at bar was such as to dishonor the paper. 
Judgment reversed. Crzm v. Starkweather. N. Y. Court of Appeals. 


MUNICIPAL BONDS—-NOTICE OF INVALIDITY TO BONA FIDE PUR- 
CHASERS.—A purchaser before maturity of municipal bonds payable 
to bearer, is not, zfso facto, chargeable with constructive notice 
of their alleged invalidity because he undertook to satisfy himself 
by investigation that the condition necessary for their issuance 
had been fulfilled, and did not rely on their face. Such knowledge, 
when there are no marks of infirmity on the face of the bonds and no 
want of power in the municipality, is a question of fact. Where 
the officers issuing municipal bonds are invested with power to de- 
cide whether the conditions precedent to their issue have been com- 
plied with, their recitals to that effect in the bonds when held by a 
bona fide purchaser are conclusive. Carrier v. Town of Shawangunk. 
Circ. Ct., S. D., New York. Opinion by Shipman, D. J. 











INQUIRIES OF CORRESPONDENTS. 


INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. DEMAND OF. NOTARY, 


Will the validity of a protest be affected if the demand and the notices of 
protest be made by one other than the notary whose seal and signature are 
affixed ? 

REPLY.—This question has often arisen in the courts. By the law merchant 
it is absolutely necessary that the notary himself should make formal present- 
ment and demand. Otherwise his testimony contained in the protest would be 
hearsay and secondary, and would lack the very element of certainty which the 
protest is especially designed to assure. ‘‘ Not even his clerk,” adds Daniel, ‘‘ nor, 
unless authorized by law, his deputy, can perform these functions for the notary, 
as it is to his official character, that the law imputes the solemnity and sanction 
which are accorded his certificate.” 

The learned author elsewhere says, ‘‘ If it were a question of original impres- 
sion we should strongly favor the admissibility of demand by a notary’s clerk ; 
and upon principle we cannot perceive any sufficient reason why it should not 
be allowed, In point of fact, the custom is almost universal for the demand to 
be made: by the clerk, and whenever such custom is proved as existing in a 
particular place, it is recognized as controlling.” Neg. Just. § 581. 

At common law, therefore, it is necessary for the notary himself to make the 
demand, but where a statute authorizes the demand or protest to be made by a 
notary’s deputy or clerk, or by any other official, or where a general custom 
recognizes such a practice, it may be proved, and it will be sufficient to show 
that the statute or custom was observed. In answering the above question, 
therefore, we would say that if it were customary for notaries at that particular 
place to make demand through other persons, proof of the custom would be 
sufficient. 


II. RECOVERY OF DEPOSIT. 


A makes a deposit in the name of his wife, stipulating at the time that 
he must be allowed to check against the deposit, signing her name by him. 
A pass-book is given him for her on which is written: ‘‘ Subject also to check 
of A.” A checks out all the deposit, and his wife sues the bank for the 
amount, claiming that it was her money, and that the bank had no right to 
pay it out on A’s check. 

Can she recover from the bank? 

REPLY.—Clearly she cannot. Neither law nor reason furnishes any founda- 
tion for the claim. Morse in his work on Banks and Banking, second edition, 
p. 293, says: ‘‘If A B deposits money to the account of ‘A B, Trustee,’ 
or of ‘A B, Executor,’ the bank is not bound to inquire or to take notice of 
any fact as being intimated by these additional words. He deposits as ‘A B, 
Trustee ;’ he may draw out as ‘A B, Trustee.” He might deposit in a fic- 


25 


ee rn ana : en SUIRIIRTEREEEEEREEEEnEEeEmeenneS om a ak ae mae aaa iarncaeees we SECT I 
Si, oe te = —* -— e —— 3 > 2 — a — eH = wa > : : : os s « . + - = 






























SE etn ie beds SE CoE gr SR Pe ee eee see ee Be eee ag 


OS TSS Se ie Gees a ee 


u ES re 
sre tt See SS 


te 


a 
See Fe iar So ese ak aes 72 eee pe 





oe 


i 
ul 


386 THE BANKER’S MAGAZINE. [ November, 


ticious name, or under a firm or corporate style, as convenience or a whim 
should induce him. The bank is absolved if the signature is that of the per- 
son making the deposit, and if it accords precisely with the name, descrip- 
tion, or style to the credit of which that person chose to place the money.” 


III. PAYMENT OF CHECK. 


A check is made payable to the order of A B and is indorsed in blank by 
A Band C D. A B’s signature is well known at the bank, but C D’s is 
is not. 

Is the bank justified in paying the check to any person presenting it and 
claiming to be C D or his representative ? 

Rep_y.—Yes. The indorsement of a check in blank imparts the same effect 
to it as though made payable to bearer, and the title passes by delivery. No 


principle of law is better settled than this. 


IV. NOTICE OF PROTEST. 

If a notary deposits notice of protest in a street letter-box instead of in the 
post office, will this satisfy the law? 

RepLy.—Though answering this question last month correctly, we referred to 
no decision. Since then we have been kindly referred to the case of The 
Mechaniis and Traders’ Bank v. Crow, § Daily 191, in which this point 
was expressly decided, The syllabus is as follows: A lamp-post box provided 
for the reception of letters by the United States Post-Office department, is one 
of the immediate agencies of the Post Office for the reception of letters, and 
constitutes part thereof, and a deposit of a letter therein is a deposit in the 
Post Office within the meaning of the law of 1833, chapter 271, section 8, 
providing for serving notice of protest by mail. 


eS 





REVISION OF SAVINGS-BANK LAws.— At the Bankers’ Convention, held in 
Saratoga last August, a resolution was proposed, providing for the appoint- 
ment of a committee to consider the State laws on Savings banks, which 
was passed. The intention is that the committee shall examine the provisions 
of the various States on the subject, and choose such of them, on the more 
important points, as they shall consider to be worthy of recommending to 
State legislatures for enactment. The aim is not so much to secure unifor- 
mity of Savings-bank laws as to reform the laws that are now in force, and 
to give legislatures the benefit of the suggestions of experts upon the subject. 
Among the matters which will come before the attention of the committee is 
(1) that of recommending what kinds of securities should be allowed for the 
investment of funds of Savings institutions a matter that is becoming more 
and more pressing every day; also (2) the question whether the business of 
a discount bank and a Savings bank ought to be allowed to be merged in 
one institution, as is at present the case in certain States; and (3) the 
maximum limit (if any) of the amount of deposits which a bank should be 
allowed to receive from a single person. But, of course the range of the 
committee’s labor is not confined to these particulars. The committee desire 
the co-operation of all who may be interested in the subject, and would be 
glad to receive any, pertinent suggestions and information. Communications 
should be addressed to the chairman, Mr. William E. Gould, Cashier of the 
First National Bank, Portland, Me. The other members of the committee 
are Hon. A. B. Hepburn, of New York, Superintendent of the Bank De- 
partment of that State, and Hon. A. D. Lynch, President of the First Na- 
tional Bank of Indianapolis, Indiana. 
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OVER-CERTIFICATION OF CHECKS. 


The question of the over-certification of checks upon National banks has 
agitated Wall Street ever since the passage of the new Banking law. Many 
plans have been discussed for evading the law, and the old scheme of a Stock 
Clearing House operated in connection with the Stock Exchange has been brought 
into prominence again. Some of the mooted questions raised by the new law 
were recently submitted to the Attorney-General, and his official opinion was 
asked touching them. The following correspondence, which is believed by many 
persons in Wall Street to have much significance, has been made public. 


I, 


TREASURY DEPARTMENT, OFFICE OF COMPTROLLER OF THE CURRENCY, 
WASHINGTON, Oct. 17 1882. 
Fohn Thompson, Vice-President Chase National Bank, New York. 

Sir: You have probably noticed that the Attorney-General has been asked to 
give his opinion as to the legal power of a National bank to accept checks 
drawn upon it unless the drawer has the amount of the check actually on de- 
posit to his credit in such bank; and also his interpretation of sections 5200 
and 5202 of the Revised Statutes in this connection, If the Attorney-General 
should decide that National banks have not the power to make such acceptances 
it will be necessary for the bank to relinquish this branch of business or be pre-. 
pared with some lawful method of procedure. I know of no method, except by 
peers to the credit of the parties the avails of legitimate discounts within the 
imit prescribed by law, and certifying checks not in excess of the amount on 
deposit, as provided by section 5208 of the Revised Statutes and section 13 of 
the Act of July 12, 1882. I[ have been informed that a proposition is now being 
discussed in the Stock Exchange for the organization of a Clearing House for the 
purpose of clearing stocks in a manner similar to the bank Clearing House for 
the clearing of checks; that the system is now in successful operation in Lon- 
don, Berlin, and other large cities; that it simplifies and increases the business 
of the members ; that it largely reduces the risks which now attend the hand- 
ling of stocks and bonds, and that the transactions can be performed without 
disclosing the private transactions of any member of the Clearing House. If this 
proposition, which is recommended by gentlemen of character who have had 
long experience in such transactions, is practicable, the organization of such a 
Clearing House would be a solution of all these difficulties. You will greatly 
oblige me if you will confer with your leading dealers in reference to the feasi- 
bility of organizing such a Clearing House as that to which I have referred, and 
communicate to me the result of your cnoference, and particularly any objections 
which are urged against such an organization. Very respectfully, 

JOHN JAY KNox, Comptroller. 
Il. 
NEw YorK, Oct. 20, 1882. 


Fohn Fay Knox, Comptroller of the Currency, Washington, D.C. 


Sir: Your communication of the 17th inst. I beg leave to respond to as 
follows: First, I am incapable of expressing an opinion in relation to the or- 
ganization of a stock and bond Clearing House ; second, in relation to conferring 
with our dealers I have to state that we have no stock and bond broker ac- 
counts. Repeatedly we have refused to take such accounts, and consequently 
have no occasion to certify or accept checks where no money is on deposit. I 
believe, however, that a Clearing House can be organized to carry out the busi- 
ness that our certifying banks have been doing. Another alternative, as it. ap- 
pears to me, is for the accepting or certifying banks, now National banks, to 
reorganize as State institutions, Respectfully yours, 7 

J. THOMPSON. 
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BANKING AND FINANCIAL ITEMS. 





CALL FOR Bonps.—The Secretary of the Treasury has issued the 118th call 
for $15,000,000 of five-per-cent. bonds continued at three and a-half per cent. 
from August 12, 1881. The principal and accrued interest will be paid at the 
‘Treasury Department on the eighteenth of next January and interest will cease 
on that day. The following is a description of the bonds called: $50, No. 
551 to No. 850 and No. 1593 to No. 1604; $100, No. 4301 to No. 7100 and 

0. 13,223 to No. 13,298; $500, No. 2251 to No. 3500 and No. 5924 to No. 
5947; $1000, No. 11,501 to No. 14,500 and No, 20,701 to No. 20.759; 
$ 5000, No. 2081 to No. 4124 and No. 5777 to No. 5800; $10,c00, No. 
11,501 to No. 13,800 and No, 18,403 to No. 18,424; $20,000, No. 1601 to 
No. 1819 and No. 2242 to No. 2246; $50,000, No. 4601 to No. 5250 and 
No. 6034 to No. 6039. 

MINT REPORT.—The annual report of the Director of the Mints for the 
fiscal year ending with June, 1882, shows an increase in the paper and spe- 
cie of the country of about $74,500,000, of which $28,500,0oco was gold coin 
and bullion. On July 1, 1881, the total paper and specie amounted to 
$ 1,469, 342,603, and on July 1, 1882, to $1,543,710,432. At the close of the 
' fiscal year the Treasury held $319,504,055 in paper and specie, the banks 
$ 203,833,800, and the remainder, $ 1,020,372,577, was in active circulation. 
Of the total increase of $74,500,000 the Treasury received $15,500,000, the 
people gained $71,000,000, and the banks lost $11,500,000. The circulation 
of thirty-four countries, embracing nearly all of the civilized portion of the 
earth, is given as: Paper, $ 3,825,220,078; gold, $3,353,673,748; and silver, 
$ 2,620, 769,835 ; a total specie circulation of $5,974,443,583, and of paper and 
specie $9,799,663,661. Of the latter, $ 1,698,986,763 was held by banks and 
National Treasuries, leaving in circulation, outside of banks and Treasuries, an 
active circulating medium of paper and specie amounting to $8, 100,676,808. 
The total coin of the United States is estimated by the same authority at 
$ 500,776,753 gold, and $ 199,459,766 silver, a total of $700,236,519. This 
would give to the United States 11.7 per cent. of the total coin, including 
silver, and 14.9 per cent. of the gold coin of the commercial countries of the 
world. It is thus seen that gold coin in the United States is in larger ratio to 
silver than the aggregate of other civilized countries, and that the proportion of 
gold to population is above the average for the commercial world. In twenty 
of the chief mining countries of the world the production was, of gold 
$ 107,773,1 57; and of silver $97,659,460, which was an increase of $ 1,500,000 
of gold and $ 3,000,000 of silver over the production of 1880. The coinage 
executed at the Mints of the fifteen principal countries of the world during 
the year 1881 was, of gold $ 136,387,383, and of silver $ 100,705,824, a 
total of $237,093,207, an increase of about $5,000,000 over the coinage of 
1880. The total coinage of the United States in 1881 was $ 106,788,940 or 
45-4 per cent. of the total coinage of the principal countries of the world, 
and in that year the gold coinage of this country was 57.7 per cent. of the 
— coin produced by the Mints of the fifteen countries to which allusion is 
made, 


NEw YORK CLEARING Hovusre.—The regular annual meeting of the New 
York Clearing-House Association was held October 3d. The following officers 
were elected for the ensuing year : 

President—F. D. Tappen. Secretary—H. H. Nazro. Manager—W. A. Camp. 
Clearing-House Committee—Benj. B. Sherman, Geo. F. Baker, Wm. L. Jen- 
kins, O. D. Baldwin, Richard King. Conference Committee—George S. Coe, 
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Percy R. Pyne, Henry W. Ford, Charles F. Hunter, James D. Fish. Nomi- 

nating Committee—Alexander Gilbert, G. G. Brinckerhoff, Zenas E. Newell, 

William J. Quinlan, Jr., E. K. Wright. Committee on Admissions—W,. A. 

Hall, George J. McGourkey, George H. Wyckoff, J. L. —_ A. S. Fris- 

_ sell. Arbitration Committee—J. L. Everitt, E. D. Randolph, James T. Wood- 
ward, John Parker, D. C. Hays. 

The Manager’s report showed the transactions for the year to have been 
$ 48, 147,846,406, the average per day for the year being $156 833,375. The 
total transactions since October 11, 1853 (the date of its organization ) have been 
$ 673,339,401, 883. ; ; 

The total amount of gold coin used in settlement of balances since resump- 
tion, three years and nine months, has been $ 971,967,000, 

For the past year the amount of balances was $1,595,000,245, of which 
$ 258,550,090 was in gold coin, $ 1,325,990,000 in Clearing-House certificates, 
and $10,460,245 legal tenders and change. 

The largest transactions for any one day during the year were $ 240,799,252, 
on the 3d of January, 1882. 

The figures in this report show the overshadowing importance of the trade 
and business activities of New York. It is to the credit of Manager William 
A. Camp, and to the system which he has perfected during twenty odd years 
of service in the Clearing House, that the enormous transactions there settled 
have been smoothly and accurately adjusted and without loss to any con- 
cerned. 


SURPLUS IN PosT-OFFICE DEPARTMENT.—For the first time in many years 
the Post-Office Department shows a surplus income, and encourages a hope 
for a still further reduction in the rates of letter postage. With the steady 
increase in this class of mail, notwithstanding the large use made of tele- 
graphs, a two-cent rate for letters would seem to be justified. The money- 
order system for the past year shows the growing popularity of this means 
for transmitting small sums of money. A statement | meng by the Depart- 
ment for the fiscal year ending June 30 shows as follows: Domestic orders, 
$ 113,400,118.21; on Great Britain, $2,740,362.09; on Germany, $ 2,057,- 
705.42; on Canada, $1,018,641.62; on Switzerland, $ 205,820.06 ; on Italy, 
$ 408,221.60; on France, $99,738.10: on Jamaica, $917.23; on New Zea- 
land, $1,561.78; on New South Wales, $2,345.75; on Victoria, $1,200.83 ; 
total, $119,936,632.69. This is an increase of more than ten millions over the 
previous year. The amount of domestic orders paid amounted to $112,605,- 
295.84. From Canada, $ 785,326.01; Great Britain, $407,766.93; Germany, 
$ 1,047,940 77; Switzerland, $113,292.05; Italy, $19,616.87; France, $57,- 
552.79; Jamaica, $8 284.13; New Zealand, $9,202 47; New South Wales, 
$ 2,077.05 ; Victoria, $2,603.72; total, $115,058,758.63. On this amount of 
business the gross revenue amounted to $ 1,199,354.85, which, after deducting 
all expenses, leaves a net revenue of about $200,000, 


OWNERSHIP OF RAILROADS.—It is stated that the total invested capital in 
American railways January 1, 1882, was $6,314,000,000, or more than three 
times our National debt. The total earnings were, for 1881, $ 725,325,119; 
the net earnings were $ 276,654,119. Of this $6,314,000,000, $ 3,319,000,Cc00 
is controlled by nine great corporations, as follows: The Pennsylvania Com- 
pany, $ 629,000,000 ; the Gould associates, $ 565,000,000; the Vanderbilt com- 
bination, $ 564,000,000; the Huntington combination, $ 321,000,000; the Jew- 
ett and Erie combination, $347,000,000; the Garrett (Baltimore and 
Ohio) combination, $194,000,000; Pennsylvania coal roads, $ 508,000,000 ; 
Mitchell management, $ 129,000,000; Garrison management, FA 62, 900, 000. 
The rapid increase in construction may be judged from the fact that during 
the twenty-one yeats preceding 1851 only 10,982 miles of road were con- 
structed, while during 1881 the railway mileage was increased 11,142 miles, 
This construction and extension and improvement in old lines represents an 
outlay of $400,000,000. The increase of net earnings were $ 21,460,683, 
which is five and one-fourth per cent. on the above capital. 
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INCORRECT BANK RETURNS.—Some time ago it was announced that Gen. 
Raum, Commissioner of Internal Revenue, had discovered that many banking 
institutions had made incorrect returns of the amounts of their capital and de- 
posits for taxation, and that the Commissioner, acting under the law, would 
recover from them a large sum, The law says that whenever a bank makes 
a false or fraudulent return the Commissioner shall assess the tax with 100 
per cent. additional as a penalty. In the Commissioner’s opinion the penalty 
ought not to be enforced in cases of merely erroneous returns, but only where 
the returns are intentionally false or fraudulent. The United States Circuit 
Court of the Southern District of New York, Judge Shipman, had decided, 
however, in the case of the German Savings Bank, that ‘‘it is nut a prerequi- 
site to the addition of the penalty, that the return should be willfully false. 
If the return is not in fact true the Commissioner is authorized to affix the 
penalty.” This decision has not been reversed, and in the face of it the Com- 
missioner felt that he must aasess and collect the penalty in each case of er- 
roneous return. He did so, but at the same time intimated to the attorneys 
representing the banks that in his opinion Judge Shipman’s rigid interpreta- 
tion of the law was incorrect, and offered to give them every facility for test- 
ting the question in the courts. When the suits were brought by the banks 
to recover, the Commissioner, in a number of cases where he was satisfied 
that there had been. no fraudulent intent on the part of the bank, instructed 
the United States attorneys to enter a confession of judgment, so that the 
penalties assessed and collected might be refunded, Before taking this course, 
he sought and obtained the concurrence of the Secretary of the Treasury. A 
large sum in penalties was collected in Chicago, and it is now publicly asserted 
there that the instructions given to the Government attorneys were the result 
of the Secretary’s interference, aad his disapproval of the Commissioner's pre- 
vious action.. There seems to have been no foundation in fact for that asser- 
tion, The Secretary has stated that he remembered no difference of opinion 
between himself and the Commissioner as to the general principle involved or 
the action generally taken. He thought, however, that his views of the facts in 
relation to one or two banks might have differed slightly from those of the 
Commissioner, It is said that one bank in Chicago not only paid the penalty 
of 100 per cent., but also $12,000 in addition as a compromise. It is said in 
the Commissioner’s office that the total amount of the penalties thus assessed 
and collected was about $1,000,000, of which from one-fifth to one-quarter has 
been or will be refunded. 


SUCCESSFUL CHECK RAISING.—Another successful case of check raising has 
occurred by which the American Exchange National Bank of New York paid 
out $8500 on a draft or bill of exchange which was raised from $15. The 
American Exchange National Bank brought a suit in the Supreme Court against 
the German National Bank of Denver to recover the $8500, and has obtained 
an attachment from Judge Barrett against the latter bank. In an affidavit Du- 
mont Clark, the cashier of the American Exchange National Bank, alleges upon 
information and belief that on or about August 7 at St. Joseph, Mo., the bank 
of St. Joseph by its president made a certain draft or bill of exchange dated 
that day, and directed the American Exchange National Bank to pay to the 
order of Thomas Warner the sum of $15; that the Bank of St. Joseph de- 
livered the bill of exchange to Warner or some other person unknown, and that 
the bill of exchange was raised from $15 to $8500, and, thus raised, it was 
delivered by persons unknown to the deponent to the German National Bank 
of Denver; that the latter thereafter transmitted it to New York and directed 
the American Exchange National Bank to pay the sum of $8500 to the order 
of the Metropolitan National Bank; that on or about August 15 the American Ex- 
change National Bank paid the $8500 to the Metropolitan National Bank, which 
remitted to the German National Bank of Denver $ 8485 in excess of the sum 
which the German National Bank was entitled to receive from it, and the ex- 
cess was paid by the American Exchange National Bank in ignorance of the 
fact that the bill of exchange had been altered after its delivery by the Bank 
of St Joseph. The German National Bank of Denver has refused to pay back 


the amount in question, and the action has been brought to compe! it to return 
it. 
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BoLD ROBBERY.—Intense excitement was created among the citizens of the 
borough of Lebanon, Pa., on October 12th, when it became known that one 
of the most daring robberies ever perpetrated in that section of the State 
had been committed in their midst, and within a square or two of Police 
Headquarters. George D. Rise, a man about thirty-eight years of age and 
who is Cashier of the Lebanon Dime Savings Bank, was struck down, fear- 
fully beaten and robbed of $30,000, The facts in the case are as follows: 

Mr. Rise had been to Philadelphia for money to meet certain demands 
which are generally made on the bank about this time in the month. He 
secured the cash, deposited it in a satchel, which he carried in his hand, 
and left Philadelphia on the four o’clock express train, which reached here at 
half-past seven this evening. After leaving the train Mr. Rise went to his 
residence, which is but a short distance from the depot, and after taking tea 
left the house with the intention of taking the money to the bank and deposit- 
ing it in the safe. He had scarcely gone half a square when two men rushed 
upon and grappled with him, striking him a blow with a black stick or billy 
and felling him to the ground. Mr. Rise, who is small of stature, but very 
wiry, fought his antagonists and kept a tight hold of the satchel containing the 
money. He cried for help and called ‘* Murder!” at the top of his voice, 
His cries, however, were not heard, and-a few more blows knocked him sense- 
less to the ground, when the satchel was torn from his grasp and the two vil- 
lains escaped. 


ROBBERY OF A FARMER’S SAFE-DEPosIT VauLT.—A_ well-to-do farmer 
named Frederick Kline, who lives near Foster’s Crossing, on the Little Miami 
Railroad, has lost his surplus wealth in a manner that is calculated to destroy 
his confidence in all the safeguards with which treasures of gold can be sur- 
rounded, Some time ago he was a depositor in a Cincinnati bank, which 
suddenly suspended operations and was found to possess no assets. Farmer 
Kline, hearing of the suspension, came to the city to collect his account, 
and, finding that it was worthless, declared then and there, in a manner in which 
emphasis was not lacking, that he would never, so long as he lived, put 
another dollar in any bank or like institution. Two weeks ago he came into 
possession of $800 in gold, hard cash. The question at once arose where 
he should put it for safety. Procuring a strong tin box, he placed the 
money in it, fastening it securely, and put the box in the bottom of an old 
ash-barrel in his wood-shed, filling the barrel up with various kinds of rub- 
bish. He placed a box on top of it, which he filled with straw, and placed 
in one corner a dozen eggs and an old setting hen. He argued that should 
thieves come around they would never think of looking for anything valuable 
in an old barrel of rubbish, and even should they chance to suspect the hiding 
place, the hen would make such a clatter that the household would be aroused. 
The following Sunday, having nothing else to do, he examined the barrel, 
The hen was unusually cross, which pleased her owner, until he found that the 
tin box, with its contents, had been removed. The neighbors who dropped in 
later in the day to console the old gentleman, explained the unusual irritability 
of the hen on the ground that she had been seriously disturbed the night pre- 
vious by the visit of the thieves. 


PERSONAL.—Mr. Asa P. Potter, the well-known president of the Maverick 
National bank of Boston, and also president of the American Loan and Trust 
Company, has resigned the latter position, The new institution has been, under 
Mr. Potter’s able management, placed upon a sound financial basis, and he 
leaves to his successor, who will probably be Mr, Ezra Baker, a rapidly grow- 
ing business. Mr. Potter will remain one of the directors. 


TENNESSEE. — On the 19th of October, Thomas O’Connor, president of the 
Mechanics National Bank of Knoxville, Tenn., was killed in a shooting affray 
in which two other persons lost their lives. He was reported to be the 
wealthiest man in the State. Col. E. J. Sanford, the vice-president, took im- 
mediate control of the bank 
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A BANK TELLER’S THEFT.—David Burt, teller of the Bank of British North 
America in San Francisco, has been arrested, and a charge of felonious em- 
bezzlement has heen entered against nim. Burt was teller of the bank in that 
city up to three months ago, when he was detailed to take the place of one of 
the employes of the bank absent in the East, and another teller was appointed 
temporarily in his stead. The principal office of the bank is in London, Eng- 
land, and the office in San Francisco is one of many branches in the United 
States and Canada. An inspector is employed by the bank, whose duty it is 
to visit the branch offices and examine the accounts. During his last official 
visit, when he reached the teller’s room he began counting the gold on a tray 
which was supposed to contain $20,000. To his surprise he found that the 
back rows were composed of checkers, and when they gave out there were 
rows of half-dollar pieces cemented together with sheliac. Chief Crowley was 
notified of the matter, and Detective Bohen was detailed to work up the case. 
The present teller was interviewed and readily gave all information he could 
in regard to the matter, and appeared to be innocent of the crime. Mr. Burt, 
on being questioned, did not desire to have anything to say about it. He 
curtly answered he was innocent, and did not want to have any talk about the 
matter. The amount missing from the tray is about $8,000. The bank is se- 
cured against Joss, as all their employes are under bonds—Burt for $ 10,000. 
The accused is a native of Scotland, thirty-five years of age. He came to 
San Francisco about five years ago from a branch of the bank in Canada. 


RAILROADS IN PORTUGAL.—Portugal has received about fifty millions sterlign 
as the net proceeds of her loans; and of this aggregate sum about half has 
been applied to the construction of railways and other public works. In the 
last Economiste Francaise, appeared a letter from Lisbon which describes the 
completion of two international lines. One of these, the Caceres, connects the 
capitals of Portugal and Spain more directly than the previous route wa Elvas 
and Badajoz, saving 127 kilometers. The other, the Beira Alta, is said to pre- 
pare the most rapid route between Portugal and Paris and the rest of Europe. 
Last July, it appears, the Portuguese Parliament sanctioned the contract to con- 
struct a branch connecting the Douro and Beira Alta railways with the lines 
running through Spain. Within three years or less Portugal will have com- 
pleted her main network of railways, and will have six international lines, It 
is to be hoped that these works will facilitate the material progress of Portugal, 
for her pubic debt is heavy for so poor a population, and the risk has long 
been that, in case of being unable to borrow new loans, she would be unable 
to raise revenues sufficient to meet the charge on the old. 


CusBA.—With the object of avoiding in future the heavy losses caused by the 
unexpected rise in rates for gold recently experienced by Cuban merchants, 
which obliged them to suspend operations for several days, a certain number of 
provision and dry goods retailers have determined to adopt at once the gold 
basis and to accept bank bills in payment for their goods according to the 
daily quotations of the market. 

CUBAN BANKING.—At the end of January the notes payable in bank bills 
held by all our banks amounted to $6,887,667.41, and at the end of August 
notes of the same class only added up $ 3,845,324.63, there being a decrease 
of $3,042,343.78. On the other hand, notes payable in gold rose from 
% 16,648,000 in January to nearly $18,000,000 in August—an increase of 
$ 2,000,000 in seven months. 


TURKISH DeEBT.—The managers of the Turkish debt have just published 
their accounts up to September 1. Their principal income from January 1 to 
August 1 was 845.561 Turkish pounds; in August, 136,700 pounds; their total 
income was 1,073,189 pounds, or something less than five million dollars. They 
paid 393,313 pounds for interest on the privileged five-per-cent. bonds; 613,363 
pounds were sent to the European paymasters; 66,121 pounds were paid to the 
Ottoman Bank on the debt and interest account. The August income yielded 
5,720,302 Turkish piastres (about five cents each) on tobacco, nearly as much 
on salt, a million and a half on stamps and spirits each, but very little on silk 
and fisheries, 
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THE First CLEARING Hovuse.—Besides the constitution of the English corn 


market by Gresham, another financial reform is associated with the Grasshop-: 


er, and that is that the clearing among London bankers was first and for a 
ong time held there. This institution of the clearing by London bankers has 
had an enormous influence on the London market, for it has enabled an extra- 
ordinary facility and rapidity to be given to transactions and an enormous 
economy in the use of money. It is this feature of the London money market, 
the small amount of actual money with which it is worked, which distinguishes 
the London money market from others. It was in its beginning a very simple 
expedient ; that bankers, instead of paying separately, should exchange the 
checks they held against each other, and only pay once a day the balance in 
cash. This has since been greatly extended and improved, and in 1810 the 
bankers were obliged to take a Clearing House for themselves in Lombard 
Street, and now they want a larger one. Upon the model of this banking in- 
stitution the great railway Clearing House has been established here, and 
other like establishments in other countries. The tickets that pass over several 
lines, and the payment for which has to be divided among the companies in 
various proportions, are thus cleared. By this means not only is a passenger 
in this country enabled to take one ticket anywhere in these islands, but from 
London to St. Petersburg or Constantinople, or from New York to San 
Francisco. Thus, one good principle receives various developments, and _ insti- 
tutions dissimilar in form grow from the healthy root. The connection of the 
Clearing House is held to be recorded by an entry in the ledger for 1773: 
‘Quarterly charge for use of Clearing room, nineteen shillings six pence.” 
Unluckily, in this grand series of books, still ranging from 1731 to this day, 
there is a very ugly entry in 1751: ‘‘ For Brydges, for killing the buggs in the 
shop, £1 Is.” The smaller animals, nevertheless, kept up the war and 
mastered the great bankers; so that in 1794 they had to pull down the 
house, and for a time move into Change Alley, beyond theiz back door. 

—London Society. 





OBITUARY. 


W. M. M. LEE, President of the City National Bank of Covington, Ky., 
died in that city on October 23d. Mr. Lee was born at Owensville, Ky., in 
1827, and began his business career at Mount Sterling. In 1863 he removed 
to Cincinnati, where he entered into the wholesale shoe trade. A_ business 
man of signal ability, he was successful not only in gaining wealth, but in all 
that makes the true man. The Cincinnati.Commercial well says of Mr. Lee, 
‘* Amid all these active labors he was always noted for his sterling integrity, 
the conscientious performance of all his duties, his genial disposition, nobility of 
character, benevolence of heart and purity of life. Quiet and unassuming in his 
manners, he won the respect and esteem of all who knew him.” 


JoHN Watson, Cashier of the Frankfort Deposit Bank, Ky, died on the 
twenty-fourth of September. He was born in Woodford County in that State, 
in 1817, but, as near as can be ascertained, went to Frankfort about the year 
1828. For some years he was deputy sheriff, and afterwards was deputy clerk 
in the circuit clerk’s office. From thence he went into the office of P. & J. 
Swigert, in the grocery and commission business, and about 1840 he became a 
partner in the business under the firm name of John Watson & Co. For more 
than twenty years this firm held the leading position in Frankfort. In addition 
to their other business, they were the agents and general managers of the 
steamboat line between this place and Louisville. Upon the organization of the 
Deposit Bank Mr. Watson became its cashier, and has continued to discharge 
the duties of the position with fidelity and credit for more than twelve years. 
Mr. Watson was regarded as an exemplary and honorable man, of whom a 
friend has said that he ‘‘had not an enemy in the world,” 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 
( Monthly List, continued from October No., page 314.) 


State. Place and Capital. Bank or Banker. N. Y. Correspondent and Cashie>. 
ARK.... Fort Smith .... W. J. Echols............. National Park Bank. 
DAKOTA Lisbon.... .... Ransom Co, B’k.( Frank S, Allen’s Sons.) Frank S. Allen. 
_* er Eureka ....0... Farmers’ Bank.( Darst, Ey man & Co.) Imp. & Tra. N. B. 
w  .. Galva.,....... Farmers & Merch. Nat. B’k Mechanics’ National Pank. 
$ 50,000 Adam Deem, /r. Oliver P. Stoddard, Cas. 
« Hillsborough .. Hillsborough Nat’) Bank... = na caeeeeees 
$50,000 Charles A. Ramsey, /r. George M. Raymond, Cas. 
© oe MRT occcces GU PE csccecs iis tect ceccces 
$ 100,000 Henry D. Brown, Pr. William C. Brown, Cas. 
Iowa... Story City. .... Citizens’ Bank............ Gilman, Son & Co. 
: W. W. Lyons, J». W. E. Briggs, Cas. 
” .. Waterloo...... Commercial Bank ........ Fourth National Bank. 
KANSAS. Marysville ..... First National Bank ...... United States Nat’l Bank. 
$ 50,c00 M. S. Smalley, /r. E. R. Fulton, Cas. 
MAINE.. Limerick ...... Limerick National Bank.. | ——........20.. 
$50,000 Jeremiah M. Mason, /r. Joshua C. Lane, Cas. 
MD..... | ere Harford National Bank. . Nat’l Mech. Bank, Baltimore. 
$ 50,000 Edwin H. Webster, Pr James McAfee, Cas. 
MICH... Detroit........ J. L. Harper & Co........ Third National Bank. 
#  ,, Charlevoix..... Bank of Charlevoix. (Rey nolds & Brown.) U.S. Nat’l B’k. 
w ., Kalamazoo.... E. J. Phelps & Co......... Imp. & Tra. National Bank. 
MINN... St. Peter....... Nicollet County B’k.(Stark & Moore.) First Nat’l B’k, Chicago. 
SR. is SIO cwcens Pi ME cévincacecnses Henry Clews & Co. 
MonT .. Bozeman...... Bozeman National Bank... —s.nasesececees 
$ 50,000 Emory Cobb, Pr. D. F. Sherman, Cas. 
a pT i tnntinnns First Nat’l Bank, Chicago. 
" David Dean, Pr. Charles N. Folsom, Cas. 
S - <I ccc cncs Harden & Stewart........ Gilman, Son & Co, 
DO. . of «eccsae Citizens’ Bank............ Kountze Brothers. 
8 Oe Hiram Maxfield........... Mercantile National Bank. 
Oun1o... Cincinnati. .... Queen City National Bank, sin. ee ee ee eee 
$ 250,000 John Cochnower, Pr, Samuel W. Ramp, Cas. 
PENN... Braddock...... PORE TE cwcccs __—_. wvevnseceses 
$50,000 Philander.C. Knox, Pr. W. H. Watt, Cas. 
Texas.. Columbus ..... R. E. Stafford & Co...... Mercantile National Bank. 
W. T.. Spokane Falls,. First National Bank....... ssencbeneens 
$ 50,000 Frank R. Moore, Pr. Horace L. Cutter, Cas. 





DESIGNS FOR BANK BUILDINGS. 


The publishers of THE BANKER’s ALMANAC AND REGISTER offer premiums 
of One Hundred Dollars and Fifty Dollars for the best designs for bank build- 
ings—to cost from $6,000 to $50,000. A series of these designs will appear 
in the ALMANAC AND REGISTER for 1883, to be published in January. All 
architects in the United States have been invited to compete. Three competent 
— will award the premiums. 

he prospectus of the new volume will be found on the cover of this num- 
ber of the Magazine. It contains other new features enhancing the value of 
the work. Government Depositaries will be designated as such, and the names 
of Receivers of Insolvent National Banks will be given. The price of this 
work will be restored to its former figures, viz., Three Dollars per copy. For 
the January edition and July supplement, Five Dollars. 
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CHANGES OF PRESIDENT AND CASHIER. 
( Monthly List, continued from October No., page 315.) 


Bank and Place, Elected, ln place of 
NEw YORK City. National Park Bank.. Charles I, DeBaun,4.C. —..... . ee. 
Conn... First Nat’l Bank, Mystic Bridge, ThomasS.Greenman, Pr. _..... «es 
w .,, First National Bank, Rockville, F. L. Dickinson, V. P.. . C. D. Talcott. 
ren Central R. R. Bank, Savannah. E, P. Alexander, Pr..... W. M. Wadley.* 
MBAs secs International Bank, Chicago... M. Schweisthal, Cas. .... S. Ettlinger. 
uw _ .. DeKalb National Bank, { Bs Bi BB, Bhs ccccceses H. P. Taylor. 
DeKalb. PS OS er eee 
Iowa... Des Moines National Bank .... John Wyman, Pr........ B. L. Harding. 
- . 
os a Rufus L. Chase, Cas..... W. Christy. 
w ,, First National Bank, M. Dalzell, Cas.........- H. Reigart.* 
Maquoketa. } Charles Von Schrader, 4. C. M. Dalzell. 
Kansas. Smith County Bank, oy ° yo p’ ... N.S. Field. 
Smith Centre. ° e eiaon, e eccee ces eeees 
A. N. Sheldon, Cas...... W. S. Field. 
Be sexes Deposit Bank, Frankfort..... . H. H. Watson, Cas...... J. Watson.* 
ee Western Nat’l Bank, Baltimore. W. F. Burns, V. P...... 00 see ee ee 
‘Mass... Nat’l Grand Bank, Marblehead. Everett Paine, Cas...... J . P. Turner.* 
« ., Peoples’ Nat’l Bank, Marlboro. D. W. Hitchcock, V. “ S. J. Shaw. 
« ,, First Nat’l Bank, Northampton. H. F. Williams, Eg 
«  .,. Oxford National Bank, Oxford. A. A. Simmons, Cas..... sss eeees 
# ,, Spencer Nat’l Bank, Spencer... C. T. Linley, Dikacesaws . W. L. Demond.* 
w ., Spencer Savings Bank, ” .. A. T. Jones, 77......... W. L. Demond.* 
MICH. .. Mich. Nat’l Bank, Baleneee.. a ee 
w ., Citizen’s National Bank, Niles. William S. Sinclair, 4. he sednnese 
» ,, Bank of St. Joseph..... peeenes H. C. Higman, V. P.... O. O. Jordan, Cas. 
Mo..... Merchants’ ee y. Charles S. Wheeler, V. P. W. A. M. Vaughan. 
Mont .. Missoula National Bank, Andrew B. wwe, sb P. Jj. P. Reinhard. 
Missoula. Fe eee eee 
‘NesB.... First Nat’l Bank, Grand Island. = —s henge A. C. ikon = "“eaeenatn 
ee \ peeme A. Teo, CHB. lec cc cece 
State Central Bank, = } Chr. Schlotfeldt, 4. C.... D. H. Veiths. 
w .,, First National Bank, York .... William A.Sharrar,V.P. —........ 
-OH10... Farmers’ Nat’l Bank, Ashtabula. Henry E. Parsons, Pr.... O. H, Fitch.* 
# ., Second Nat’l Bank, Circleville.. Edwin E. Winship, 4.C. __............ 
PENN... Penn Nat’) Bank, Philadelphia. John D. Brown, Cas. pre CO cncnencs 
w  ., Burgettstown National Bank .. Charles Campbell, Pr... J. L. Proudfit.* 
oe - ae National Bank, Lancaster. N. M. Woods, V. P...... entededa 
w  ,, First National Bank of Bir- 
mingham, Pittsburgh. H, Sellers McKee, Pr.... A. B. Stevenson. 
‘S. C. .. National Bark of Greenfield... W. E. Beattie, Cas...... H. T. Poe. 
‘TENN .. Mechanics’ Nat’! B’k, Knoxville. E. J. Sanford, Pr........ T. O’Conner.* 
* Deceased. 
a 


BANKING IN THE UNITED STATES,—The September number of the Your- 
nal des Economestes, contains a very noteworthy article on Banks in the United 
States, by M. E. Fournier de Flaix, which we hope ere long to lay before our 
readers. It covers the entire period of our banking history, and evinces a very 
extensive and accurate knowledge of the various systems that have been in- 
wented and tried. 
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CHANGES, DISSOLUTIONS, ETC. 
(Monthly List, continued from October No., page 313.) 


NEw YORK CITY,...... A. DeCordova; now A. DeCordova & Co, 
u “ u Voorhees & Imbrie ; now Voorhees & Hardy. 
CAaL,... San Diego. .... J. A. Fairchild; suspended. 
.. Stockton Bank of Stockton ; now Stockton National Bank, $100,000. 
me Offices, 
. Bonanza..... - Bonanza Exchange Bank (A. G. Adams); suspended and 
assigned. 
R. L. Cochrane ; now Cochrane & Devenish. 
W. F. Holmes & Co.; succeeded by First National Bank. 
ooo. Same management. 
Chicago........ Merchants’ Bank of Canada ( Branch ); closing. 
. Chester McAdam & Speckman; now H. Speckman & Co. 
Exchange Bank (J. Wood); succeeded by Savanna Bank. 
(George Hay.) 
A. Branaman & Co.; succeeded by the Bank of Reinbeck. 
T. A. Pierce, Cas. 
S. R. Benson & Co. ; closed October 9. 
Merchants & Miners’ Bank; J. Arthur and G. Deigler sell 
their interest. 
. Marysville. .... Marshall County Bank; succeeded by First National Bank. 
$50,000. M.S. Smalley, Pr. E. R. Fulton, Cas. 
. Wichita Wichita Bank (Kohn Bros. & Co.) ; now Wichita National 
Bank. $50,000. Same management. 

Stanford....... National Bank of Stanford; succeeded by First National 
Bank. $250,000. J. S. Hocker, Pr. J. W. McAlis- 
ter, Cas. 

Petoskey Wachtel & Quinlan; now Curtis, Wachtel & Co. 

Anoka State Bank; now First National Bank. $50,000. Same 
officers. 

.. Janesville Hill Brothers ; now O. P. Smith. 
. St. Cloud Bank of St. Cloud; now First National Bank. Same officers. 
and capital. 

Canton Canton Banking and Insurance Co. ; succeeded by H. H. Cage. 

O'Neill City.... Cheney, Adams & Co. ; succeeded by Holt County Bank. 
W. E. Adams, Pr. David Adams, Cas. 

Buffalo.. ..... Bank of Commerce; reserve fund, Sept. 30, $ 170,000. 

Berlin Heights. H. & G. W. Close; dissolved. Henry Close continues. 

. Toledo Spitzer, Wideman & Co. ; now Spitzer & Co. 

Stroudsburg... Monroe County Banking and Savings Co.; Now First 
National Bank. $50,000. Same Cashier. Richard 
S. Staples, Pr. 

Bristol......... Bank of Bristol; now National Bank of Bristol. Same 
officers and capital. 

Colorado....... A. W. Dunn; succeeded by Colorado National Bank. 
$ 50,000. Same management. 

. Gainesville Lindsey, Hemming & Co.; now Gainesville National Bank. 
$ 150,000. me management. 


- Port. La Pr.. “| Gordon, Adamson & Co.; now Robert Adamson & Co. 
. Woodstock .... Gilbert W. Van Wart ; now Agent Maritime Bank. 





——— 


Mr. D. P. FACKLER—Actuary in Life Insurance matters and Auditor for 
Corporations—has removed to 20 Nassau Street. , 
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( Continued from 


Name and Piace. 
Limerick National Bank........ 
Limerick, ME. 
Wichita National Bank......... 
Wichita, KANSAS, 


First National Bank............. 


Stroudsburg, PENN. 


First National Bank ............ 
Stanford, Ky. 


Hillsborongh Nationa] Bank.... 
Hillsborough, ILL. 
First National Bank ............ 
St. Cloud, MINN. 
First National Bank............. 
Marysville, Kansas. 
First National Bank............. 
Casselton, DAKOTA. 
Farmers & Merchants’ Nat’! B’k. 
Galva, ILL. 
Stockton National Bank........ 
Stockton, CAL. 
Union National Bank.......... 
Minneapolis, MINN. 

National Bank of 
Bristol, TENN. 
Harford National Bank........ 
Bel Air, MD. 
Queen City National Bank..... 
Cincinnati, OHIO. 
First National Bank ............ 
Braddock, PENN. 
First National Bank ........... 
Anoka, MINN. 
Colorado National Bank....... 
Colorado, TEXAs. 
Gainesville National Bank...... 
Gainesville, TEXAs. 
Bozeman National Bank........ 
Bozeman, MONT. 
City National Bank............. 
La Salle, ILL. 


First National Bank............ 
Spokane Falls, W. T. 
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October No., page 316.) 


President and Cashier. 
Jeremiah M, Mason, 
Joshua C. Lane. 
Sol. H. Kohn, 
Maurice W. Levy. 
Richard S, Staples, 
Edwin A. Bell. 


J. S. Hocker, 
J..W. McAlister. 
Charles A. Ramsey, 
George M. Raymond. 
James A. Bell, 
J. G. Smith. 


M. S. Smalley, 
E. R. Fulton. 


W. F. Holmes, 
A. H. Burke. 
Adam Deem, 
Oliver P. Stoddard. 

Robert K. Reid, 

R. W. Tully. 
S. E. Neiler, 

H, J. Neiler. 
Joseph R. Anderson, 


James W. Carr. 


Edwin H. Webster, 
James McAfee. 


John Cochnower, 


Samuel W,. Ramp. 


Philander C. Knox, 
W. H. Watt. 


P, F. Pratt. 


W. F,. Hendrix. 


James M. Lindsay, 
C. C. Hemming. 
Emory Cobb, 

D. F. Sherman. 
Henry D. Brown 
William C. Brown. 

Frank R. Moore, 
Horace L. Cutter. 





—_— 





397 


NATIONAL BANKS. 


Capital, 
50,000 
50,000 
50,000 

250,000 
50,000 
50,000 
50,000 
60,000 
50,000 

100,000 

250,000 
50,000 
50,000 

250,000 

50,000 
50,000 
50,000 

150,000 
50,000 

100,000 


50,000 


ILLUSTRATED NewSPAPERS.—Elsewhere will be found an advertisement of 
the /ilustrated London News and the London Graphic, the beauty and worth 
of whose engravings are noteworthy. A series of these publications is an illus- 
trated history of the world for the 
merits of modern progress is the turning of the pictorial art to such an inter- 
esting and profitable use. A picture often contains a more striking lesson than 
can be gathered -by reading a dozen pages, and a more vivid presentation of 


' the events of the day, or the progress of our age. 


riod they cover. 


Not among the least 


In every family where the 


education of the younger as well as older members is truly desired, one of 
the cheapest and easiest means to this end is through the study of the above 


periodicals. 
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NOTES ON THE MONEY MARKET. 


NEW YORK, OCTOBER 31, 1882, 
Exchange on London at sixty days’ sight, 4.81. 


The money market is much easier than it was at the date of our last report, 
and the borrowers of money are feeling happier. The principal cause assigned 
for the recent stringency is the increased demand for money to move the 
crops and to build railroads; but behind this are other causes which are worth 
mentioning. During the past year we have been heavy buyers in foreign mar- 
kets while selling smaller amounts. We have been obliged to pay for our for- 
eign carrying trade, beside the interest on our foreign indebtedness, Then the 
farmers of the West and Northwest have been absorbing a large amount of 
money, which has not been returned into circulation to the same extent as 
in former years. The capital put into our railroads is in part foreign © 
capital; but whether foreign or American, it was so much floating capital 
taken out of the market seeking investment. So long as more capital is put 
into permanent investments than is created, the rate of interest of course is sure 
to rise. It must not be forgotten, however, that the high rates which of late 
have prevailed were the result to a considerable degree of speculation in the 
money market. It is true that manipulations of this kind cannot last long; if the 
rates for money remained at ten or twelve per cent. for any length of time, 
there would be heavy movements of money to the places where these high rates 
were given, just as the increase in the rate of exchange by the Bank of Eng- 
land draws gold to its vaults from the proviuces, from France or America. So 
long as the rate of interest in New York remains above the parity of the Lon- 
don and Amsterdam and Paris rates, money will flow to this center from those 
cities. But the rates made by manipulation are uncertain and not productive 
of that confidence which is necessary in order to induce money to move in its 
direction. 

The gold certificates have appeared after a long delay and are gladly wel- 
comed. One effect of issuing them, doubtless, will be to supplant the silver 
certificates. But the circulation of these latter are not so harmful as many im- 
agine. The Chronicle in discussing the effect of issuing gold certificates says, 
‘€No one will deposit gold and take silver certificates worth only eighty-eight 
cents on the dollar when he can get a gold certificate worth a hundred cents,” 
Inasmuch as no one is compelled to deposit gold and take silver certificates for 
it, the foregoing remark of the Chronicle contains not the slightest shade of 
truth. It may be desirable to suspend the issue of silver certificates through 
fear of depreciation if their quantity should be very much increased; but thus 
far they have not depreciated, otherwise gold would not be freely exchanged 
for them. The fact that gold has been paid for them to a very large 
amount during the past few weeks is conclusive proof that the silver certif- 
icate received was worth just as much as the gold given for it. This 
country does not abound in fools who are willing to give the Government 
one dollar in gold and get but eighty-eight cents in return, 

Another obvious effect of issuing gold certificates will be to draw more gold 
into the Sub-Treasury. This must be so, because each certificate is issued only 
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on a deposit of gold for the same amount, which must be held for its redemp- 
tion. Furthermore, the convenience of the certificate is so much greater than 
that of gold, it is probable that the banks will exchange theirs for certificates. 
If, however, says the 7vibune, ‘*the banks exercise good judgment, the silver 
certificates will be retired nearly or quite as fast as the gold certificates are 
issued,’’ Besides, the presence of a very large amount of gold in the Sub- 
Treasury is sure to give rise to new legislative attempts to experiment with the 
currency. ‘* When the Treasury series of small gold certificates begins to go 
out,’? adds the 7>zbuue, ‘‘the retirement of small silver notes, now scattered 
over the country and used as currency, will be facilitated and an element of 
considerable danger will thereby be removed.” 

The rapidity with which the gold certificates have gone into circulation is illus- 
trated by the following table showing the different kinds of money used for pay- 
ing duties at the New York Custom House during the last five weeks. 





Silver cer- Gold certif- Legal 
Week ending trficates. Gold. icates. Tenders. Total, 
September 28 .. $1,841,000 .. $1,202,000 .. $124,000 .. $3,169,000 
October 5 «+ 1,812,000 .. 883,000 .. $99,000 .. 202,000 ++ 2,095,777 
“October 12 .. 1,455,000 .. 763,000 .. 687,000 .. 251,000 ++ 3,155,734 
October 19 .. 544,000 «- 517,000 «+ 14441;000 «- 168.000 .. 2,652,718 
October 26 .. 515,000 .. 286,000 .. 2,314,000 «+ 240,000 «+. 3,357,573 


During the first of these weeks there were no gold certificates out, and 96 
per cent. of the whole payments were made in silver certificates and gold coin. 
Last week only 8% per cent. of the payments were in gold coin, 15 per cent. 
in silver certificates, and 69 per cent. in gold certificates, 

The condition of the foreign banks and money market do not furnish a basis for 
believing that gold wil soon flow in this direction, The Bank of England dur- 
ing the past month has lost about $5,000,000 of its specie ; the Bank of France 
has lost $4,600,000 in gold alone; and the Bank of Germany, at the date of 
latest mail advices, had lost about $8,500,000 in two weeks. Instead of the 
gain of $2,000,000 in the first week of October, said to have been reported by 
telegraph, the bank really lost in that week $2,485,000 in specie, It is to be 
expected that the foreign banks would make strenuous efforts, under these cir- 
cumstances, to prevent a loss of gold to this country, if that should be threat- 
ened. The season is rapidly passing when gold is usually imported, though it 
is possible that the much smaller production of breadstuffs than was first 
reported may lead to an increase both of exports and prices and cause an 
importation of gold at a later period. 

It is worth noting in this connection that the Italian demand for gold for 
resumption purposes is successfully met, and that source of danger to the 
money market has passed. Of late, gold has been drawn for that purpose 
from the Bank of France. Still, it is very evident that foreign banks are 
all very solicitous to retain their stocks of gold, and a renewed demand from 
this country to settle balances, if they should turn in our favor, would undoubt- 
edly cause an advance of bank rates and commercial distress. 


The reports of the New York Clearing-house banks compare as follows : 


1882. Loans. Specie. Legal Tenders. Deposits. Circulation. Surplus. 
Oct. 7... $ 314,495,100 . $50,403,600 . $21,613,600 . $ 286,181,500 . $18,908,500 . $471,825 
‘€ 14..+ 311,999,400. 52,206,500 . 21,341,700 . 286,771,200 » 18,745,700 ° 1,855,400 


*6 25... 310,298,200 . 53,715,100 - 20,347,700 . 285,096,200 . 18,763,100 ° 2,788,750 
28... 311,855,400. 52,085,800 . 20,434,800 . 283,690,800 . 18,778,200 . -- 
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The Boston bank statement for the past five weeks} is as follows: 

1882. Loans. Specie. Legal Tenders. Deposits. Circulation, 
Sept. 30 $ 148,311,900 ...- $6,319,500 .... $3,447,300 .... $88,841,100 .... $ 30,193,400 
Oct, 7..+05+. 146,5739200 ++ 6,805,600 .... 3,314,800 .++- 88,518,300 .... 30,321,100 

146,850,500 .... 6,631,900 ..+. 3,052,600 .... 89,746,400 .... 30,138,000 
146,736,900 .... 6,212,900 .... 2,996,700 +++ 88,837,000 ..«+ 30,042,500 


The Clearing-house exhibit of the Philadelphia banks is as annexed : 

1882. Loans. Reserves. Deposits. Circulation. 
Sept. . $79,185,943 «++. $18,067,286 sese $70,529,456 sees = $9,670,153 
Oct. 79,053,588 esos §6©=.- Bese cooe 69,385,920 seve 9+711,336 

“ treeeee 771758,306 sere 16,598,594 + 67,360,088 sees 9,767,169 
= pemmee 76,929,700 eee 165240, 372 sone 67,067,413 ccee 9,826,555 
* 75729024  «.++ 16)392,627 .... + 655720,745 Ss. 9,796,750 


We append the usual quotations of leading stocks for the month : 


QUOTATIONS : Oct. 7. Oct. 14. Oct. 23. Oct. 30. 
U. S. 5s, 1881, Coup... 100% .. 1004... 101% sn. 101% 
U.S. 4%s, 1891, Coup. 112% .. 112% =. 113 113% 
U.S. 48, 1907, Coup... 118% .. 18% .. 119% . 1194 
West. Union Tel. Co.. 87% +. 87%. 86% .. 86% 
N. Y. C. & Hudson R. 132% .. 132% .. 324% .. 133 


111 ve 11138 ee T11IX%y oe 115% 
Chicago & Rock Island 133%. 130% .. 132 ‘ 113% 
New Jersey Central... 7o% .. 715% oe 72% . 71% 
Del., Lack. & West.... 134 .. 13338 «- 13614 .. 135% 
Delaware & Hudson.. 112%... 112% «ne 113% ee 113% 
Reading 63 7 63%... 60% .. 61% 
North Western 144 ve 142% . 144 144% 
Pacific Mail 43% .. 38%... 39% .. 39% 
BsbO.cccc ccc ccccccccces - 41% «. 40% .. 40% 
Pere oe 6@7 .. 6 @ 6% .. 6% @7 
Call Loans..... ocvcces 3 - 4£@6 .. 4@6 .. 5 @8 
Bills on London 4-30@4.84% .- 4.81@4.853%, .. 4.8114@4.85% 4.8144 @4.85% 
Treasury balances,coin $88,466,533 -- $95,742,539 -- $97,307,141 -- $98,937,129 
Do. do. cur. $3,106,060 .. $4,061,729 .. $4,045,286... $4,222,609 


FE, ST 
DEATHS. 


Jacoss.—On September 11, aged fifty-one years, W. H. Jacobs, Cashier of 
the Second Ward Savings Bank, Milwaukee, Wis. 

LEE.—On October 23, aged fifty-five years) W. M. M. L&E, President of 
the Covington City National Bank, of Covington, Ky. 

O’CONNER.—On October 19, aged forty-six years, THOMAS O’CONNER, Presi- 
dent of the Mechanics’ National Bank of Knoxville, Tenn. 

PROUDFIT.—On September 22, aged seventy-one years, JOHN L. PROUDFIT, 
President of the Burgettstown National Bank, of Burgettstown, Penn. 

REIGART.—On September 26, aged fifty-six years, HENRY REIGART, Cashier 
of the First National Bank of Maquoketa, Iowa. 

TuRNER.—On October 2, aged forty-eight years, JOSEPH TURNER, Cashier 
of the National Grand Bank of Marblehead, Mass. 

WapLey.—On August 10, W. M. WaDLEyY, President of the Central Rail- 
road Bank, of Savannah, Ga. 

WaTson.—On September 24, aged sixty-five years, JOHN WATSON, Cashier 
of the Deposit Bank, of Frankfort, Ky. 








